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FACILITIES  AND  CONSTRUCTION  PROGRAMS 
OF  THE  DEPARTMENT  OF  VETERANS  AFFAIRS 


THURSDAY,  MAY  6,  1993 

U.S.  Senate 
Committee  on  Veterans'  Affairs 

Washington,  DC. 
The   Committee  met,  pursuant  to   notice,   at   11   a.m.   in   room 
SR-418,  Russell  Senate  Office  Building,  Hon.  John  D.  Rockefeller  IV 
(chairman  of  the  Committee)  presiding. 

Present:  Senators  Rockefeller,  Akaka,  and  Murkowski. 
Also  present  (staff):  Jim  Gottlieb,  chief  counsel/staff  director,  and 
John  Moseman,  minority  staff  director/chief  counsel. 

OPENING  STATEMENT  OF  CHAIRMAN  ROCKEFELLER 

Chairman  ROCKEFELLER.  Good  morning. 

Because  of  legislation  that  was  approved  in  the  102nd  Congress, 
we  now  are  required  to  look  at  VA  major  medical  facility  construction 
and  also  lease  projects  that  need  to  be  authorized  by  law  before  there 
can  be  appropriations  for  them.  So  that  is  what  we're  looking  at 
today. 

As  most  of  the  world  doesn't  know  but  ought  to,  we  operate  the 
largest  medical  facility  construction  program  in  the  United  States, 
one  that  includes  171  medical  centers,  362  outpatient  facilities,  129 
nursing  home  units,  and  35  domiciliaries.  I  note  with  pride  that  many 
of  the  VA  medical  facilities  are  industry  examples  of  modern  health 
care  design,  and  they  contain  state-of-the-art  technology  and  provide 
our  veterans  with  very  excellent  care. 

I  am  sorry,  on  the  other  hand,  to  say  that  too  many  other  VA 
medical  facilities  are  old,  in  violation  of  basic  health  and  safety  codes, 
and  need  immediate  replacement  and  renovation.  Stories  of  those 
facilities  concern  all  of  us,  and  it  is  critical  that  the  VA  maintain  its 
capital  investment  and  update  its  properties  where  necessary.  VA 
must  always  ensure  that  our  veterans  receive  the  highest  quality  of 
medical  care  and  that  its  health  care  system  is  able  to  respond 
physically. 

VA's  health  care  system  is  on  the  edge  of  a  new  day,  one  that  this 
Committee  has  been  trying  to  visualize  through  a  continuing  series 
of  hearings.  There  will  be  one  more  hearing  on  long-term  care,  that 
is,  what  we  are  going  to  do  about  our  national  health  care  system. 
The  stakes  are  very  high  on  this;  the  medical  construction  dollars  are 
limited,  and  the  picture  of  VA's  future  health  care  role  is,  as  yet, 
unclear,  although  the  fundamental  outlines  are  clear  and  safely  so. 


Even  so,  it  is  imperative  that  our  Committee  not  delay  action  on 
badly  needed  construction  projects;  in  fact,  we  have  to  move  rather 
quickly  on  this. 

The  President's  fiscal  year  1994  VA  budget  for  major  construction 
seeks — and  I  look  at  figures  like  this  and  read  them  as  though  they 
were  everyday — $362  million  in  new  budget  authority  and  a  transfer 
of  $44-plus  million  for  prior  appropriations,  for  a  total  of  over  $400 
million.  Although  this  represents  a  decrease  of  more  than  $86  million 
from  fiscal  year  1993,  it  is  very  close  to  the  amount  actually  spent  in 
fiscal  year  1992. 

So  today's  first  panel  will  present  VA's  priorities  that  need 
authorization  for  fiscal  year  1994.  The  panel  also  will  discuss  VA's 
need  for  modification  of  its  enhanced-use  lease  program  and  its 
Pershing  Hall  renovation  project  authority.  Our  second  panel,  also 
expert  witnesses,  will  examine  the  process  by  which  VA's  priority 
listing  is  determined.  I  am  delighted  to  have  our  panelists  with  us 
today,  and  we  will  proceed  after  my  esteemed  colleague  says 
whatever  he  wants  to.  I  might  say  that  we're  going  to  have  a  markup 
on  this  on  May  19,  which  I  deem  to  be  not  very  far  off.  I  hope  it  will 
be  favorable.  Then,  Senator  Murkowski  and  I  will  do  what  we  need 
to  in  appropriations. 

So,  my  good  Senator  — it  is  very  rare  that  you  see  Senators  saying 
something  sensible  on  television  or,  for  that  matter,  anywhere  else, 
but  Senator  Murkowski  was  actually  caught  saying  some  incredibly 
sensible  things  at  some  length  on  CBS  News,  I  think  it  was,  the  other 
night.  No,  I  think  it  must  have  been  ABC  News. 

In  any  event,  Senator  Murkowski,  you  were  superb  and  your  points 
were  forceful.  They  put  you  on  three  times  in  that  program  and  I 
have  never  seen  that  happen  to  a  U.S.  Senator  before.  So,  with  that, 
the  audience  is  yearning  for  your  remarks. 

fThe  prepared  statement  of  Chairman  Rockefeller  appears  on  page 
47.J 

OPENING  STATEMENT  OF  SENATOR  MURKOWSKI 

Senator  MURKOWSKI.  That's  quite  a  lead.  In  the  interest  of  full 
disclosure,  I  would  have  to  acknowledge  that  I  had  to  travel  12  hours 
to  Alaska  to  get  that  kind  of  coverage.  [Laughter.J  If  maybe  you 
would  like  to  come  to  Alaska  and  put  up  with  a  12-hour  trip,  we'll  see 
what  we  can  do  to  match  that.  Seriously,  I  want  to  thank  you  for 
calling  this  hearing  and  I  look  forward  to  the  witnesses  today. 

I  was  disturbed,  as  we  all  are  occasionally,  to  see  the  harsh  reality 
of  what  is  expected  of  both  you  and  me  with  regard  to  the  budget 
process,  which  is  occurring  over  in  the  House  now,  and  in  the  interest 
of  disclosure  for  the  benefit  of  this  panel  as  well  as  the  audience,  I 
just  want  to  put  in  the  record  the  reality  that  this  Committee  is 
expected  to  find  $266  million  in  1994,  $364  million  in  1995,  $382 
million  in  1996,  $405  million  in  1997,  and  the  astounding  sum  of 
$1,163  billion  in  1998  in  savings,  for  a  total  over  that  period  of  1994 
to  1998  of  $2.5  billion. 

The  interesting  thing,  Mr.  Chairman,  is  that  the  instructions  don't 
necessarily  say  how  to  do  it.  And  I  think  the  other  interesting  thing 
is  that  it  is  loaded  onto  the  back  end  or,  as  some  would  say,  the  end 


of  the  mule,  where  we  jump  in  1997  from  $405  million  to  $1.1  billion. 
So,  clearly,  we're  putting  off  the  more  difficult  and  the  higher  savings 
mandate  to  1998  where  the  reality  of  its  achievability,  if  I  can  use 
that  word,  is  questionable.  I  know  there  are  some  smoke  and  mirror 
ways  of  doing  this,  but  I  thought  it  would  be  appropriate  to  at  least 
bring  it  up  in  stark  realism.  I  don't  expect  to  comment  on  it  any 
further  because  of  the  inappropriateness  of  trying  to  resolve  it  here, 
other  than  to  simply  say  it  points  to  some  realism  relative  to  the 
Department  of  Veterans  Affairs  and  our  responsibility. 

Mr.  Chairman,  as  we  both  know,  the  last  Congress  enacted  a  law 
that  requires  the  Committee  to  report  a  bill,  which  you  have  already 
acknowledged,  authorizing  VA  major  medical  construction,  and  I 
think  we're  in  the  strongest  position  in  the  history  of  our  Committee 
to  help  determine  and,  if  we  must,  to  direct  VA  priorities  in  health 
care  construction,  with  the  advice  and  counsel  of  the  agency,  of 
course.  VA  health  care  facility  construction  is  a  crucial  topic  for 
numerous  reasons.  First,  as  we  all  know,  it  is  very,  very  expensive. 
VA  medical  centers  are  high  consumers  of  construction  dollars.  This 
year's  spending  request  for  eight  major  medical  projects  is  about  $362 
million. 

The  second  reason  VA  health  care  construction  is  important  is  that 
the  results  of  our  spending,  the  VA  health  care  facilities,  set  in  place 
what  the  VA  is  and  what  it  will  be  for  many  years  to  come.  Once  we 
make  a  decision  to  authorize  a  major  VA  project,  we  also  obligate  the 
Congress  to  guarantee  a  sizable  recurring  budget  for  that  institution. 
Sometimes,  obviously,  it  is  cheaper  to  put  up  the  physical  facility 
than  it  is  to  maintain  it.  But  it  has  to  be  built,  we  have  to  feed  it,  we 
have  to  give  it  the  means  to  employ  staff  and  accomplish  its  mission 
to  care  for  eligible  veterans.  Beyond  this,  Mr.  Chairman,  we  should 
have  an  overriding  concern  now  about  authorizing  VA  medical 
construction  in  this  new  era  of  health  care  reform  which,  very 
frankly,  we're  not  quite  sure  at  this  time  just  what  it  is,  but  the  train 
has  left  the  station  and  we  are  on  the  road  to  reform. 

There  is  great  uncertainty  about  where  we're  going  with  national 
health  care  reform,  but  we  know  we  are  going.  Our  First  Lady  and 
her  task  force  are  putting  the  final  touches  on  a  program  that  will  be 
announced  some  time  this  summer,  and  many,  including  you,  Mr. 
Chairman,  are  very  much  involved  in  that  process;  and  our  colleagues 
on  this  Committee,  Senator  Specter,  and  others  like  Senator  Chafee — 
we're  all  involved  in  fashioning  health  care  reform  proposals  that  we 
expect  to  debate  in  a  spirit  of  nonpartisanship,  because  we're  all  in 
this  thing  together.  We  have  the  realities  associated  with  the 
question  of  what  the  VA  and  veterans  will  do  and  what  options  they 
will  have.  As  you  indicated  in  our  last  hearing,  Mr.  Chairman,  health 
care  is  a  complex  process. 

At  this  juncture,  we  do  not  clearly  understand  the  nature  and 
scope  of  all  the  proposals  that  will  be  offered  this  summer,  but  we 
know  they  are  going  to  be  offered  and  we  know  that  they  have  impact 
down  the  road.  And  we're  not  certain  the  VA,  the  Department  of 
Defense,  and  the  Indian  Health  systems,  which  are  the  health  care 
systems  which  we  operate  and  which  we  spend  over  $36  billion  on — 
$36  billion — how  is  all  that  going  to  fit  into  this  national  health  care 


reform?  Will  they  all  fit  or  will  they  gradually  fade  away?  Will 
veterans  continue  to  go  to  veterans  facilities  or  will  they  choose  other 
systems  in  the  era  of  universal  access  and  guaranteed  coverage?  We 
don't  know,  but  it  is  appropriate  that  we  recognize  that  we  don't 
know  and  we're  going  to  have  to  make  those  determinations.  Will  the 
VA  meet  the  needs  of  aging  veterans  in  the  future  or  will  some  other 
system  evolve  to  fill  the  gap  of  long-term  care?  I  don't  believe  that 
today  there  are  clear  answers  to  many  of  these  questions,  and  our 
evaluation  of  VA's  proposed  medical  construction  projects  therefore 
becomes  more  complicated  than  perhaps  in  the  past. 

I  want  to  focus  on  four  basic  questions  for  our  witnesses  today, 
from  our  point  of  view.  The  first  one  is,  should  we  authorize  the 
construction  of  any — any — of  these  eight  new  medical  facilities  at  this 
time  before  we  know  how  VA  will  fit  into  national  health  care? 
Second,  if  we  do,  are  they  the  right  kind  of  projects  to  build  at  this 
time?  In  this  regard,  I  note  that  six  of  the  eight  projects  are  hospitals, 
not  outpatient  clinics  or  facilities  for  long-term  care.  And  do  these 
projects,  which  were  conceived  years  ago,  clearly  meet  the  needs  of 
VA  future  patients?  Thirdly,  will  the  construction  of  these  projects 
permit  the  VA  to  "compete"  in  the  modern  age  of  health  care  delivery? 
In  other  words,  are  they  offering  the  kinds  of  services  that  will 
encourage  veterans  to  stay  in  the  VA  system  or  encourage  them  to 
leave  the  VA  system?  And  fourth,  if  we  authorize  any  or  all  of  these 
facilities,  is  there  a  better  way  to  build  them  at  less  cost  within  a 
shorter  timeframe  to  serve  the  changing  need  of  America's  veterans? 
I  would  hope  each  of  the  witnesses  in  their  testimony  will  relate  to 
these  questions.  I  have  certainly  no  fixed  view  on  what  we  ought  to 
do  in  the  VA  as  far  as  medical  construction  is  concerned  this  year, 
and  your  testimony  as  experts  witnesses  today  I  think  will  be  very 
instrumental  in  contributing  to  a  meaningful  deliberation  as  we 
address  the  challenges  ahead  of  us. 

Oftentimes  any  suggestion  that  we  look  at  any  changes  in  the 
construction  program  results  in  a  reaction  from  those  who  say  you  are 
trying  to  tear  down  the  medical  care  program.  Clearly,  that  is  not 
what  we're  doing.  We're  just  simply  trying  to  address  reality  as  we 
look  at  this  national  health  care  reform.  VA  has  to  fit  in  and  we  have 
to  understand  how  that  is  going  to  occur,  and,  frankly,  we  can't  be 
expected  to  yet  because  we're  not  that  far  along  with  it.  But  by  the 
same  token,  we  don't  want  to  make  commitments  for  the  expenditure 
of  extraordinary  amounts  of  taxpayers'  dollars  and  find  that  we 
should  have  considered  just  how  VA  will  fit  in  as  we  address  new 
construction  plans  that  are  underway. 

Thank  you,  Mr.  Chairman.  I  look  forward  to  the  witnesses  today 
and  to  our  continuing  dialogue. 

Chairman  ROCKEFELLER.  Thank  you,  Senator  Murkowski. 

Wayne  Hawkins,  you  are  up  first.  You  are  Deputy  Under  Secretary 
for  Administration  and  Operations.  Horrible  job.  [Laughter.]  I  am 
very  glad  that  all  of  you  are  here.  I  am  going  to  put  on  the  5-minute 
rule,  not  to  be  mean,  but  all  of  your  statements  are  going  to  be 
included  in  the  record,  and  Senator  Murkowski  and  I  will  have 
questions  we  want  to  ask. 

So,  Wayne,  why  don't  you  take  right  off. 


STATEMENT  OF  C.  WAYNE  HAWKINS,  DEPUTY  UNDER 
SECRETARY  FOR  ADMINISTRATION  AND  OPERATIONS, 
DEPARTMENT  OF  VETERANS  AFFAIRS;  ACCOMPANIED  BY 
MARK  CATLETT,  ACTING  ASSISTANT  SECRETARY  FOR 
FINANCE  AND  INFORMATION  RESOURCES  MANAGEMENT; 
LESTER  HUNKELE  III,  DEPUTY  ASSISTANT  SECRETARY 
FOR  FACILITIES  OVERSIGHT;  ROBERT  NEARY,  ACTING 
DEPUTY  ASSISTANT  SECRETARY  FOR  CONSTRUCTION 
MANAGEMENT;  AND  ANATOLI  KUSHNIR,  ASSOCIATE 
ADMINISTRATOR,  ASSET  AND  ENTERPRISE  DEVELOP- 
MENT 

Mr.  HAWKINS.  Thank  you,  Mr.  Chairman.  I  appreciate  very  much 
your  understanding  the  difficulty  of  my  job. 

Mr.  Chairman  and  members  of  the  Committee,  I  am  pleased  to 
appear  before  you  this  morning  to  present  testimony  concerning  the 
Department  of  Veterans  Affairs'  construction  program.  With  me  today 
are  Mr.  Lester  Hunkele,  the  Deputy  Assistant  Secretary  for  Facilities 
Oversight;  Mr.  Tony  Kushnir,  the  Director  of  the  Asset  and  Enter- 
prise Development  Office;  Mr.  Mark  Catlett,  the  Acting  Assistant 
Secretary  for  Finance  and  Information  Resources  Management;  and 
Mr.  Robert  Neary,  the  Acting  Associate  Chief  Medical  Director  for 
Construction  Management. 

As  you  noted  in  your  statement,  the  VA  health  care  system 
represents  a  tremendous  capital  investment  including  over  5,000 
buildings  and  approximately  26,000  acres  of  land  at  over  1,000 
locations  nationwide.  Accomplishing  our  mission  depends  on  our 
ability  to  maintain  this  capital  investment  and  modernize  the 
physical  plants  where  necessary.  VA  employs  a  number  of  processes 
to  ensure  that  needed  health  care  programs  are  identified  and  that 
when  those  needs  require  renovation  or  new  space,  the  new  space  is 
appropriately  planned,  designed,  and  procured  through  either 
snaring,  construction,  lease,  or  public-private  ventures. 

As  you  are  aware,  the  VA  presented  its  request  for  fiscal  year  1994 
construction  funding  and  authorization  to  the  Congress  on  April  9.  As 
required  by  Public  Law  102-405,  VA  is  requesting  an  authorization 
of  $111,600,000  for  five  major  medical  facility  construction  projects  at 
Memphis,  TN;  Baltimore  (Loch  Raven),  MD;  Anchorage,  AK;  Lyons, 
NJ;  and  Muskogee,  OK.  In  addition,  VA  is  requesting  an  authoriza- 
tion of  major  medical  facility  leases  listed  on  page  12-3  of  VA's 
budget  request. 

Mr.  Chairman,  the  GAO  has  suggested  that  Congress  defer 
approval  of  any  projects  that  include  additional  acute  care  capacity. 
We  do  not  agree  with  this  suggestion  in  total.  Although  we  must  be 
very  careful  in  the  selection  of  major  construction  projects,  we  believe 
that  the  projects  proposed  for  fiscal  year  1994  will  not  be  wasteful  nor 
prove  unnecessary  in  the  future.  These  projects  focus  mainly  on 
infrastructure  and  correction  of  life  safety  deficiencies  and  provision 
of  long-term  care  and  ambulatory  care  services.  We  fully  expect  that 
these  projects  will  provide  facilities  compatible  with  VA's  mission  as 
health  care  reform  evolves. 


Mr.  Chairman,  you  also  requested  that  we  address  the  Depart- 
ment's enhanced-use  leasing  program  and  our  actions  to  manage 
Pershing  Hall,  which  is  a  building  located  in  Paris,  France.  The 
Department  is  now  in  the  process  of  testing  the  feasibility  of  an 
enhanced-use  lease  program  with  this  project,  and  I'll  ask  Mr. 
Kushnir  later  on  to  explain  some  more  of  that  process  to  you. 

The  first  use  of  this  enhanced-use  authority  was  for  a  child  care 
center  at  the  Washington,  DC,  VA  Medical  Center  which  was 
awarded  April  30.  With  this  project,  the  Department  will  get  a  child 
care  center  for  its  employees  at  no  cost  to  the  Government  and 
reduced  rates  for  the  employees. 

The  other  use  of  this  authority  to  date  is  for  the  collocation  of  a 
Houston  VA  benefits  office  on  VA  medical  center  land.  The  proposal 
selected  will  provide  for  the  required  VBA  regional  office  and 
associated  parking  and  a  17,000  square  feet  of  non-VA  retail  space. 
Several  other  enhanced-use  projects  are  under  development  for  child 
care  centers,  parking  structures,  research  labs,  and  training  facilities. 
We  are  optimistic  that  this  program  will  prove  to  be  a  cost-effective 
means  of  obtaining  needed  facilities. 

During  the  past  18  months,  the  Department  has  been  engaged  in 
an  ongoing  effort  to  assume  control  over  the  operations  of  Pershing 
Hall.  We  have  made  progress  but  issues  concerning  its  use  and 
operations  still  remain. 

Because  of  the  financial  impact  of  these  inherited  occupancy 
problems,  the  Department  is  requesting  authority  to  transfer  up  to 
$500,000  from  the  major  construction  working  reserve  fund  to  the 
Pershing  Hall  Revolving  Fund.  This  fund  will  allow  VA  to  continue 
operation  of  the  building  until  VA  is  able  to  redevelop  the  building  as 
required  by  Public  Law  102-86.  As  with  the  original  amount  made 
available  toward  this  effort,  the  construction  fund  will  be  reimbursed 
from  future  funds  received  with  the  lease. 

This  concludes  my  summary  of  my  testimony,  Mr.  Chairman.  We 
will  be  happy  to  respond  to  any  questions  the  Committee  might  have. 

[The  prepared  statement  of  Mr.  Hawkins  appears  on  page  50. J 

Chairman  ROCKEFELLER.  Thank  you  very  much,  Mr.  Hawkins.  You 
did  that  perfectly.  I  anticipated  maybe  one  or  two  of  you  might  be 
speaking,  so  I  put  on  the  5-minute  rule  and  I  apologize  to  you  because 
you  are  the  only  person  who  is  formally  speaking. 

Let  me  ask  a  justification  question.  There  have  been  people  who 
have  expressed  concern  with  the  whole  question  of  moving  forward 
before  what  we're  going  to  do  with  national  health  care  reform  and 
with  VA's  eligibility  criteria  becomes  more  clear.  Now,  GAO  and 
Midge  Quandt,  who  will  be  right  after  you,  recommend  that  our 
Committee  proceed  very  cautiously,  and  I  think  that  Senator 
Murkowski  is  saying  the  same  thing,  with  any  authorization  for 
major  medical  construction  until  the  shape  becomes  firmer. 

You  have  said  that  the  projects  that  the  administration  is 
requesting  for  fiscal  year  1994  will  not  be  wasteful  nor  prove 
unnecessary  in  the  future.  I  was  interested  by  something  that 
Senator  Murkowski  said  in  his  remarks,  and  that  is  that  these 
projects  are  often  conceived  many,  many  years  earlier.  So  it  is  not 
like  you  are  coming  to  the  table  with  a  proposal  that  might  have  just 


been  brought  up  recently  or  last  year — it  might  have  been  4,  5,  6,  or 
7  years  ago.  That's  a  very  interesting  point. 

Now,  I  understand  that  you  don't  have  a  crystal  ball,  but  your 
answer  to  my  question  really  is  why  we  are  here.  So,  I  want  you  to 
descnbe  to  me  and  to  Senator  Murkowski  why  you  believe  each  of  the 
requested  major  medical  construction  projects  should  be  authorized 
right  now.  Like  Senator  Murkowski,  my  instinct  is  to  be  cautious. 
There  is  no  "business  as  usual"  around  here.  You  want  this  autho- 
rized now,  you  want  it  done  in  advance  of  the  finalization  of  national 
health  care  reform.  I  would  also  like  you  to  indicate  how  long  each  of 
these  projects  has  been  identified  as  a  needed  construction  project,  so 
I  can  get  at  the  point  that  Senator  Murkowski  raised.  Now  that's  a 
very  large  question,  but  if  you  could  go  at  it,  I  would  appreciate  it. 

Mr.  HAWKINS.  Thank  you,  Senator.  Let  me  say,  first  of  all,  that  in 
approaching  the  1994  and  the  outyear  projects  also,  but  particularly 
1994,  we  did  look  very  carefully  at  where  we  are  in  the  changing 
arena  of  health  care  delivery.  We  know  that  there  will  be  changes 
coming  down  the  pike  and  we  tried  to  look  at  the  needs  of  the  system 
as  it  relates  to  those  proposed  changes  that  may  be  identified. 

First  of  all,  as  I  indicated  earlier,  the  majority  of  these — and  I  will 
try  to  cover  them  individually  as  I  go  down  them — do  relate  to  two  or 
three  main  areas  that  deal  with  fire  and  safety,  life  safety  code  of 
facilities,  as  well  as  the  need  for  long-term  care  and  deficiencies 
identified  by  the  Joint  Commission  on  Accreditation  that  we  have  in 
some  of  these  facilities.  At  the  same  time,  we  looked  at  the  entire 
need  of  VA  in  terms  of  our  Federal  budget  for  the  backlog.  We  are 
looking  at  a  backlog,  Senator,  in  our  major  construction  program,  of 
somewhere  between  $6  and  $7  billion  over  a  5-year  period,  and  we 
are  looking  at  probably  a  $1.5  billion  backlog  in  our  facility  construc- 
tion program  of  minor  projects,  and  about  $1  billion  on  nonrecurring 
maintenance.  With  a  lot  of  the  facilities  that  we  inherited  after  World 
War  II,  we  do  have  these  structural  problems — the  infrastructure,  the 
heating  and  cooling  systems,  the  fire  and  safety.  Those  are  the  kinds 
of  things  that  we  tried  to  address. 

Chairman  ROCKEFELLER.  Yes,  you  are  talking  about  those  that 
exist  that  need  to  be  worked  on,  but  there  is  also  some  new  construc- 
tion that  you  are  proposing. 

Mr.  HAWKINS.  In  1994,  in  going  down  the  list,  looking  at  Anchor- 
age is  the  VA-Air  Force  joint  venture.  As  Senator  Murkowski  knows, 
we  just  opened  a  clinic  up  there  in  Anchorage  and  the  Air  Force  is 
replacing  the  Elmendorf  Hospital.  The  proposal  there  is  a  joint 
venture  with  the  Air  Force  that  would  be  about  $11  million  for  our 
share  of  that  cost.  Since  that  is  one  of  our  four  missions — 

Senator  MURKOWSKI.  I  think,  Wayne,  you  should  keep  that  in 
perspective.  There  are,  what,  11  or  14  or  so  beds  we  are  talking 
about. 

Mr.  HAWKINS.  Whatever  it  is,  I  think  it  is  18  beds.  It  is  not  a  VA 
hospital. 

Senator  MURKOWSKI.  Right.  We  had  a  discussion  a  long  time  ago 
in  Alaska  and  we  all  agreed  that  we  don't  need  or  want  a  hospital;  we 
needed  an  outpatient  clinic  and  we  got  it  and  that  is  what  we  want 
to  support.   But   I  don't  want  to  infer  that  this — you  mentioned 
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Anchorage  a  few  more  times  than  I  feel  comfortable  with.  [Laughter.] 
And  the  reference  to  Anchorage  in  this  is  not  significant;  it  is  very 
insignificant,  in  fact.  The  private  sector  has  the  capability  of 
accommodating  veterans'  needs  in  their  hospitals.  So  the  issue  of  the 
14  or  18  beds  at  Elmendorf  is  not  an  absolute  mandate  as  far  as  the 
necessity  to  treat  veterans  in  Alaska.  And  if  push  comes  to  shove, 
why,  we'll  push.  So  I  want  to  make  sure  that  we  understand  that. 

Mr.  HAWKINS.  Thank  you. 

Chairman  ROCKEFELLER.  Wayne,  can  I  just  go  through  these, 
starting  with  Memphis  and  going  down  through  Memphis,  Palo  Alto, 
Baltimore,  Muskogee,  Anchorage  has  been  mentioned,  and  Lyons,  NJ. 

Mr.  HAWKINS.  I'd  be  happy  to,  Senator.  I  guess  my  list  is  a  little 
different  from  yours,  but  I'll — 

Chairman  ROCKEFELLER.  Well,  that's  important  to  know. 

Mr.  HAWKINS.  We  can  start  with  Baltimore.  That  is  a  nursing 
home  care  unit.  I  will  ask  Mr.  Neary  to  chime  in  on  some  of  the 
details  on  this,  but  basically  the  Baltimore  nursing  home  care  unit 
started  out  as  an  enhanced-use  project  that  did  not  develop.  That  is 
a  proposed  nursing  home  care  unit  that  is  on  the  site  of  the  old  Loch 
Raven  hospital.  We  tried  to  go  the  enhanced-use  route  but  did  not 
have  enough  bidders  or  enough  qualified  bidders,  really  only  one 
bidder,  to  try  to  go  joint  venture.  So  we  came  back  then  and  evalu- 
ated the  need  for  long-term  care  in  the  Baltimore  area  and  came  up 
with  the  proposal  that  we  need  120  beds.  The  120  beds  include  not 
only  nursing  home  care  beds,  but  also  ventilator-type  beds  where  we 
have  difficulty  placing  patients  in  the  private  community,  and  also 
geriopsychiatric  patients  that  have  disruptive  behavior  that  we 
cannot  place  in  the  community.  So  it  is  a  combination  of  nursing 
home  beds  and  hard  to  place  kinds  of  patients  in  those  two  areas,  to 
include  the  Alzheimer  kind  of  patients. 

Senator  MURKOWSKI.  The  House  zeroed  that  out,  right? 

Mr.  HAWKINS.  The  House  has  asked  us  to  go  back  and  do  a  study 
of  the  Chesapeake  vicinity,  including  five  facilities,  to  further  justify 
the  project.  And  that  is  what  we  are  doing  at  the  present  time. 

Senator  MURKOWSKI.  I  have  a  statement  here  that  indicates  that 
the  future  requests  have  been  zeroed  out.  So  I  assume  that  this  is  a 
1-year  request  zeroed  out. 

Mr.  HAWKINS.  Right.  They  have  just  come  back  to  us,  in  fact,  in  the 
last  2  days  and  asked  us  to  further  study  that  and  we're  in  the 
process  of  doing  it. 

Chairman  ROCKEFELLER.  OK.  Why  do  you  think  there  were  so  few 
bidders? 

Mr.  HAWKINS.  So  few  veterans? 

Chairman  ROCKEFELLER.  Bidders. 

Mr.  HAWKINS.  Let  me  ask  Tony  to  respond  to  that.  He  is  the  one 
who  coordinated  that. 

Chairman  ROCKEFELLER.  It  seems  to  me  people  would  be  really 
eager  to  build  things  these  days. 

Mr.  KUSHNIR.  Yes,  sir.  A  number  of  factors  contributed  to  it.  That 
was  one  where  we  are  dealing  with  an  old  plant  that  had  to  be 
rehabilitated,  which  is  much  more  expensive  than  building  from  the 
ground  up.  Economic  conditions  from  1989  to  1990,  when  we  began 


the  project,  worsened,  especially  in  the  State  of  Maryland,  and  since 
this  was  a  public-private  venture,  we  heavily  depended  upon  the 
ability  of  the  private  sector  to  participate.  That  change  of  conditions, 
in  essence  the  condition  of  the  existing  facility,  plus  a  lack  of — 

Chairman  ROCKEFELLER.  Can  I  stop  you  for  a  second,  because  I  am 
confused.  What  I  have  here  is  that  this  is  a  new  piece  of  construction. 
I  am  not  saying  that  I  am  right,  but  it  just  says  the  proposal  is  to 
construct  a  nursing  home  care  facility  on  the  site  of  the  old  Baltimore 
VA  Medical  Center.  That  sounds  to  me  like  a  new  facility. 

Mr.  HAWKINS.  That's  true,  Senator.  What  Tony  is  describing  is  how 
we  started  out  doing  an  enhanced-use  project,  which  is  to  get  a  joint 
venture  with  a  contractor  to  come  in  and  take  the  old  site,  remodel 
it,  and  then  we  would  lease  the  space  to  him. 

Chairman  ROCKEFELLER.  You  mean  to  take  the  old  facility  and 
remodel  it. 

Mr.  Hawkins.  Yes. 

Chairman  ROCKEFELLER.  OK.  I'm  sorry. 

Mr.  HAWKINS.  And  that's  the  one  where  we  only  had  one  bidder 
and  that  did  not  develop. 

Chairman  ROCKEFELLER.  Then  I  am  wrong  in  my  understanding 
and  am  corrected.  So,  then,  what  was  the  reason  for  just  one  bidder? 

Mr.  KUSHNIR.  There  were  really  three  reasons,  sir.  One  is  that  the 
economic  conditions,  especially  in  the  State,  had  worsened  to  the 
point  that  the  financial  community  was  not  interested  in  participating 
and  there  were  not  sufficient  Government  guarantees  in  terms  of  VA 
and  the  State — because  we  were  dealing  both  with  VA  and  Medic- 
aid/Medicare — that  caused  most  of  the  private  sector  which  had 
initially  showed  an  interest  to  back  away  from  it. 

Chairman  ROCKEFELLER.  I  don't  understand  that.  My  unsophisti- 
cated knowledge  of  the  economy  is  that  when  conditions  aren't  good, 
you  get  a  better  price,  people  are  more  anxious  in  the  construction 
business,  whether  to  renovate  or  to  build  anew.  Why  couldn't  you  do 
an  enhanced-use  bid  now,  put  one  out  now?  Would  it  come  in  any 
different?  The  economy  has  gotten  a  little  bit  better  maybe.  Baltimore 
probably  has. 

Mr.  KUSHNIR.  I  guess  the  answer  to  that,  sir,  is  that  at  this  point 
it  would  be  speculative  in  terms  of  could  we  try  to  go  back.  Post- 
situation,  after  we  did  not  award,  we  did  survey  the  private  sector  on 
their  interest  or  lack  of  interest  and  asked  them  whether  they  would 
participate  again.  Quite  frankly,  we  felt  that  the  response  that  we  got 
back  was  lukewarm,  at  best.  We  felt  that  the  delay  it  would  cause  in 
this  project  would — we  would  be  betting  on  something  that  we 
weren't  quite  sure  of  a  success  on. 

Senator  MURKOWSKI.  Mr.  Chairman,  I  wonder  if  we're  not  a  little 
confused  here.  Is  this  a  design/build  where  the  contractor/developer 
takes  a  certain  risk  for  his  position? 

Mr.  KUSHNIR.  Sir- 
Senator  MURKOWSKI.  Yes  or  no. 

Mr.  KUSHNIR.  No,  sir,  it  is  not. 

Senator  MURKOWSKI.  OK.  It  is  a  straight  bid.  You  put  out  a  spec 
and  the  contractor  bonds  and  bids  it  and  that's  it? 
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Mr.  KUSHNIR.  No,  sir.  The  enhanced-use  project  was  a  little 
different.  We  would  out-lease  the  property  in  its  entirety  to  the 
private  sector  who  would  then — 

Senator  MURKOWSKJ.  To  the  developer. 

Mr.  KUSHNIR.  Yes,  sir. 

Senator  MURKOWSKI.  OK.  You  would  lease  the  property  to  the 
developer.  All  right. 

Mr.  KUSHNIR.  Who  would  then  undertake  to  obtain  financing  on 
his  own  and  redevelop  the  property  as  a  private  nursing  home  where 
the  VA  would  participate  in  leasing  back  a  certain  number  of  beds 
from  the  developer  for  its  own  needs.  But  this  nursing  home  would 
not  only  include  the  VA  beds,  it  would  be,  in  essence,  a  community 
nursing  home  and  would  also  include  private  sector  beds  which  would 
service  the  community. 

Senator  MURKOWSKI.  And  the  VA  would  guarantee  occupancy  of  so 
many  beds? 

Mr.  KUSHNIR.  Yes,  sir. 

Senator  MURKOWSKI.  And  you  only  got  one  bid? 

Mr.  KUSHNIR.  Yes,  sir. 

Senator  MURKOWSKI.  Obviously,  it  wasn't  attractive  enough  to 
attract  the  private  sector,  I  see. 

Mr.  HAWKINS.  I  think  it  boils  down  to  the  fact  that  this  is  an  old 
facility  and  it  is  full  of  asbestos  and  the  renovation  cost  and  so  forth 
was  not  financially  attractive. 

Senator  MURKOWSKI.  Yes.  It  probably  won't  be  the  second  time 
around  then,  either. 

Mr.  HAWKINS.  And  that's  the  same  reason  that  we  couldn't  make 
it  financially  feasible  for  us  to  do  it  within  the  Federal  Government. 

Senator  MURKOWSKI.  Get  rid  of  it.  I  mean,  it — 

Mr.  HAWKINS.  There  is  a  contract  right  now  that  has  been  awarded 
to  demolish  the  building  and  the  proposal  then  is  to  build  this 
nursing  home  on  that  site. 

Chairman  ROCKEFELLER.  I  now  understand.  OK. 

Do  you  want  to  go  to  Memphis,  so  to  speak? 

Mr.  HAWKINS.  Memphis  has  a  seismic  problem  and  I  will  ask  Mr. 
Neary  to  address  more  of  the  details  on  that,  if  you  would,  Bob. 

Senator  MURKOWSKI.  What  do  you  mean  a  seismic  problem?  Why 
is  Memphis  a  seismic  problem?  Because  somebody  predicted  a  big 
earthquake  down  there  and  everybody  left  town  and  it  never 
happened? 

Chairman  ROCKEFELLER.  No,  isn't  Memphis  one  of  the  three  or 
four? 

Senator  MURKOWSKI.  Yes,  it  is  supposed  to  be,  but  the  only 
difference  is  they  haven't  had  an  earthquake. 

Mr.  NEARY.  Memphis  is  located  in  the  area  of  the  New  Madrid 
fault  and  considered  one  of  the — 

Senator  MURKOWSKI.  So  is  Anchorage.  If  you  start  worrying 
about — Well,  go  ahead  and  make  your  point.  You  are  building  a  new 
hospital  because  it  is  on  a  seismic  site. 

Mr.  NEARY.  This  project  is  intended  to  remove  the  seismic 
deficiencies  that  exist  in  the  facility.  In  evaluating  the  two  ap- 
proaches, of  strengthening  the  building  as  it  exists  or  replacing  part 
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of  it,  it  proved  less  costly  to  replace  the  tower  of  the  Memphis 
hospital  with  new  construction  and  reinforce  the  lower  floors  as  they 
now  exist. 

Senator  MLTRKOWSKI.  Are  you  creating  new  beds  in  this  process? 

Mr.  HAWKINS.  No,  sir.  This  is  strictly  a  replacement.  What  we  did 
in  terms  of  determining  the  risk,  a  consultant  firm  was  hired  and  this 
has  been  ongoing  and  Mr.  Hunkele  can  address  this  even  further.  But 
we  went  back  and  looked  at  all  of  our  facilities  nationwide  and  which 
ones  had  the  highest  risk  of  structural  damage  in  the  event  there  was 
an  earthquake.  I  believe  we  have  corrected  or  are  in  the  process  of 
correcting  all  of  the  ones  that  have  a  major  risk,  with  the  exception 
of  Memphis.  That  was  based  on  a  project  that  was  done  about  2  years 
ago.  Les,  do  you  want  to  add  to  that? 

Mr.  HUNKELE.  We  did  the  study  as  a  result  of  the  San  Fernando 
earthquake.  VA  has  been  going  on  now  for  20  years  assessing  the 
Department's  buildings.  We  took  the  ones  that  were  most  deficient  by 
seismic  code  and  we  took  bed  buildings  first.  This  is  one  of  the  worst 
deficiencies  we  have  in  the  Department. 

Senator  MURKOWSKI.  How  old  is  it? 

Mr.  HUNKELE.  It  was  constructed  in  approximately  1960,  I  believe. 

Senator  MURKOWSKI.  1960,  with  no  consideration  for  seismic  risk? 

Mr.  HUNKELE.  Sir,  the  technical  answer  is  we  have  learned  an 
awful  lot  more  about  seismic  risk  since  then.  The  codes  have  gotten 
far  more  stringent  over  the  last  10  years  or  so. 

Chairman  ROCKEFELLER.  Here  is  a  question  which  is  going  to  make 
me  look  very,  very  intelligent,  but  don't  let  it  mislead  you;  I  simply 
was  handed  the  question.  [Laughter.]  How  does  that  seismic  risk  in 
Memphis  compare  to  that  at  the  Martinez  project  before  that  facility 
was  closed? 

Mr.  HAWKINS.  The  risk  in  Memphis  is  less  than  the  risk  in  the 
former  Martinez  facility. 

Chairman  ROCKEFELLER.  20  percent,  or  just — 

Mr.  HAWKINS.  I  don't  recall  specifically,  but  we  could  provide  the 
Committee  with  the  information  that  would  reflect  all  of  the  VA 
hospitals  in  the  high-risk  zone.  There  is  a  value  that  the  U.S. 
Geological  Survey  has  established — 

Chairman  ROCKEFELLER.  I  understand. 

Senator,  do  you  have  a  question? 

Senator  MURKOWSKI.  Yes.  The  risk  is  higher  out  in  Martinez  from 
the  standpoint  of  the  seismic  risk  based  on  the  general  assumption 
that  southern  California  is  a  high-risk  area. 

Mr.  HUNKELE.  The  risk  comes  from  two  things — the  condition  of 
the  geographical  area  and  also  the  construction  of  the  existing 
facility.  In  the  case  of  Martinez,  it  was  at  severe  risk  in  both  cases. 

Senator  MURKOWSKI.  Obviously,  you  have  professionals  to  analyze 
risk  and  we  have  the  public  health  and  welfare  to  concern  ourselves 
with,  and  we  also  have  the  reality  of  measuring  risk  in  relationship 
to  what  you  can  afford.  You  can't  eliminate  the  risk  in  the  process. 
You  can  reduce  it  because  there  is  always  associated  risk  and  there 
is  always  the  danger  of  acts  of  God,  such  as  earthquakes,  occurring. 
In  the  current  climate,  I  am  a  little  concerned  about  what  we  can 
afford  in  relationship  to  measuring  the  risk.  But  I  am  going  to  leave 


12 

you  with  that  and  drop  over  to  a  more  measurable  reality,  and  that 
is  the  occupancy  rate  of  the  VA  hospital  in  Memphis,  which  I 
understand  is  one  of  the  lowest  in  the  system.  Is  that  correct? 

Mr.  HAWKINS.  I  am  not  sure  exactly  if  it  is  the  lowest,  Senator,  but 
it  is  probably  somewhere  in  the  70  percentile  of  occupancy. 

Senator  MURKOWSKI.  I  am  told  it  is  57.5  percent.  Is  that  accurate? 

Mr.  HAWKINS.  I  think  it  is  higher  than  that.  We  would  be  happy  to 
provide  for  the  record  the  exact  current  occupancy. 

Senator  MURKOWSKI.  I  have  got  the  record  here,  and  it  says  57.5 
percent.  I  wonder  if  your  colleagues  could  comment  whether  your 
records  are  accurate.  This  is  the  VA  hospital  care — 

Mr.  HAWKINS.  I  don't  have  that  with  me,  but  I  will  be  happy  to 
provide  it  for  the  record. 

Senator  MURKOWSKI.  I  think  it  is  fairly  pertinent  here.  That  is 
what  it  says  it  is.  This  is  through  September  1992,  and  this  is  your 
report  and  your  figures.  It  is  my  understanding  there  are  1,626 
vacant  beds  in  the  private  sector  hospitals  in  Memphis,  which  seems 
to  be  a  fairly  large  number.  In  your  hospital,  there  are  400  vacancies 
and  550  occupants,  so  it  is  a  little  over  50  percent.  Is  this  facility 
needed  in  Memphis  or  are  there  other  alternatives  that  would  suggest 
that  the  veterans  in  Memphis  can  be  taken  care  of  in  other  facilities? 
You  have  got  a  naval  hospital  there — a  relatively  small  number  of 
beds,  but  half  of  that  is  unoccupied  as  well. 

Mr.  HAWKINS.  Looking  at  our  records  here,  Senator,  we  currently 
have  719  beds  and  a  120-bed  nursing  home  care  unit.  What  we  are 
projecting,  based  on  the  shift  of  inpatient  to  outpatient  care,  we  are 
projecting  for  the  year  2005  502  beds,  along  with  the  120-bed  nursing 
home  care  unit. 

Senator  MURKOWSKI.  Mr.  Chairman,  I  am  not  going  to  belabor  this, 
but  I  would  request  that  the  VA  update  their  evaluation  of  the 
necessity  of  each  of  these  projects.  These  have  been  on  the  drawing 
boards  for  a  long,  long  time.  The  feasibility  study  was  done  a  long 
time  ago.  But  I  think,  in  view  of  the  move  from  inpatient  to  outpa- 
tient care,  that  this  Committee  should  have  an  update  on  the 
evaluation  of  the  need,  with  the  assumption  that  needs  change.  If  the 
need  is  clearly  there  and  you  can  substantiate  it  and  document  it, 
why,  obviously,  that's  fine.  But  I  think,  based  on  the  figures  that  we 
have  which  show  a  variance  in  the  increasing  number  of  vacant  beds 
in  the  Memphis  area,  the  potential  cost  of  this  project,  particularly  at 
a  time  when  we  still  don't  know  the  effect  of  the  national  health  care 
reform  plan  which  may  allow  an  option — we  don't  even  discuss  that 
and  what  effect  that  would  have  on  new  construction,  but  it  is 
significant  that  we  relate  to  it. 

Chairman  ROCKEFELLER.  Can  I  ask  also,  this  is  back  to  Balti- 
more— that  is  new  construction,  it  is  on  the  priority  list,  but  it  is 
rated  lower,  for  example,  than  San  Juan.  I  understand  where  the 
appropriations  process  is  and  all  of  that  but  why  is  it  that  Baltimore 
appears  here  and  San  Juan  doesn't? 

Mr.  HAWKINS.  Primarily  because  of  the  cost  of  San  Juan,  $45  or 
$46  million.  As  we  were  approaching  the  break  point  with  the  amount 
of  money  we  were  going  to  be  allowed  for  the  construction  program, 
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we  couldn't  afford  San  Juan  and  so  we  went  down  the  priority  list  to 
projects  that  we  could  reach  with  the  funding  that  was  available. 

Chairman  ROCKEFELLER.  You  said  by  the  year  2005,  there  are 
going  to  be  253,566  veterans  in  the  greater  Baltimore  area,  however 
that  is  described.  Are  you  saying  the  veterans  population  requiring 
this  new  outpatient  facility  in  Baltimore  is  growing  faster  than  other 
places  where  these  things  might  be  needed?  What  is  so  special  about 
Baltimore? 

Mr.  HAWKINS.  I  think  the  major  thing  we  found  in  our  survey  of 
the  Baltimore  area  is  that  contract  beds  were  not  available  in  the 
community.  We  currently  have  about  77  patients  on  contract  in  the 
Baltimore  area,  but  to  expand  that  we  found  that  the  kind  of  patients 
we  had  to  place  and  the  amount  that  we  were  paying  on  the  VA  per 
diem  rate,  there  were  only  13  additional  beds  available  within  the 
community  that  would  take  our  patients.  So,  based  on  the  needs  not 
only  in  the  Baltimore  area  but  Fort  Howard  and  surrounding  area, 
we  could  justify  the  need  for  the  120  beds. 

Chairman  ROCKEFELLER.  Then  that  being  the  case,  why  isn't  it 
higher  in  the  priority?  Why  isn't  it  higher  on  your  list? 

Mr.  HAWKINS.  In  terms  of  the  score? 

Chairman  ROCKEFELLER.  Yes. 

Mr.  HAWKINS.  Can  you  address  that,  Bob? 

Chairman  ROCKEFELLER.  I  just  want  to  separate  this  from  any 
appropriations  politics,  that  is  all  I  am  trying  to  do.  I  know  that  you 
gentlemen  wouldn't  be  interested  in  that  at  all,  but  I  just  want  to 
understand  why. 

Senator  MURKOWSKI.  I  would  like  to  expand  on  that  as  well, 
because  the  implication  is  that  you  were  the  only  folks  that  were 
handling  the  indigent.  Is  that  correct? 

Mr.  HAWKINS.  Not  the  only  one,  but  certainly  a  lot  of  our  patients 
are  indigent. 

Senator  MURKOWSKI.  OK.  But  then  why  are  you  building  hospitals 
instead  of  nursing  homes? 

Mr.  HAWKINS.  Are  you  talking  about  Baltimore? 

Senator  MURKOWSKI.  No,  not  Baltimore.  Just  in  building  six  new 
hospitals.  The  veteran  is  aging. 

Chairman  ROCKEFELLER.  That's  just  another  question.  We're 
coming  at  you  from  two  different  directions. 

Mr.  HAWKINS.  I  think  the  proposed  new  hospitals,  the  ones  not  in 
1994  but  on  the  5-year  list,  again,  I  think  those  facilities  that  we  have 
aren't  always  in  the  right  place,  based  on  the  transition  of  the 
population  and  based  on  the  demographics  of  places  like  Florida — 
there  we  can  justify  based  on  the  needs  of  the  veterans  and  the 
services  in  those  areas. 

Senator  MURKOWSKI.  But  is  that  hospitalization,  hospital  care,  or 
is  it  nursing  home  care? 

Mr.  HAWKINS.  Those  that  we  are  proposing  to  build,  like  the  one 
in  east  central  Florida,  Brevard  County,  basically  are  a  primary  care 
hospital  with  a  large  psychiatric  component,  which  is  a  real  high  need 
in  Florida,  and  also  there  is  a  120-bed  nursing  home  care  unit  with 
that.  So  basically  in  our  whole  study  of  the  State,  we  found  that  there 
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were  two  severe  needs — long-term  care  and  psychiatric  care — and 
those  beds  were  not  available  in  the  community  on  a  contract  basis. 

Chairman  ROCKEFELLER.  That's  a  good  idea. 

Senator  MURKOWSKI.  How  many  other  hospitals  in  Florida  have 
that  capability?  First,  how  many  hospitals  do  you  have  in  Florida? 

Mr.  HAWKINS.  There  are  five  hospitals.  We  did  survey  the  whole 
State;  that  was  a  whole  State  study  and  those  beds  are  not  available 
at  any  of  our  facilities  in  Florida.  We  have  got  a  rather  extensive 
study  of  that  facility  down  there,  and  I  would  be  happy  to  provide  it 
for  the  record  in  terms  of  all  the  details  and  all  the  facilities  we 
looked  at. 

Senator  MURKOWSKI.  You  can't  use  the  unoccupied  beds  in  those 
five  and  segregate  and  say  we're  going  to  use  one  facility  to  put  the 
new  capability  in  that  as  needed? 

Mr.  HAWKINS.  There  is  some  margin  that  could  be  done  on  that, 
but  again,  the  veterans  don't  live  in  that  area.  Basically  the  east 
centra]  Florida  area  is  an  underserved  area. 

Senator  MURKOWSKI.  You  can't  put  a  hospital  every  place  the 
veterans  live. 

Mr.  HAWKINS.  I  think  the  density  of  veterans  that  live  in  the 
Orlando  area  and  east  central  Florida  very  easily  justifies  utilization 
of  those  beds. 

Senator  MURKOWSKI.  If  you've  got  the  money. 

Mr.  Hawkins.  Yes,  sir. 

Chairman  ROCKEFELLER.  Can  I  ask  an  additional  question  on  this 
Baltimore  situation.  Sonny  Montgomery  doesn't  want  that.  He  wants 
San  Juan,  West  Haven,  and  Tampa.  Planning  money.  San  Juan  is 
about  $4  million  for  a  design,  am  I  reading  that  right  here? 

Mr.  Hawkins.  Yes. 

Chairman  ROCKEFELLER.  And  so  I  am  just  again  trying  to 
understand  the  idea  that  we're  going  to  go  and  do  Baltimore.  I  don't 
know  that  in  the  year  2005,  Baltimore  is  going  to  have  any  more 
veterans  than  Chicago  or  Detroit  or  what  the  needs  are  there. 

There  are  two  points.  You  don't  have  to  answer  this  now,  but  I 
would  like  to  get  it  in  writing  from  you.  The  fact  that  you  say  by  2005 
there  are  going  to  be  that  many  veterans,  does  that  make  a  special 
need  in  Baltimore  which  takes  priority  over  other  needs  elsewhere  in 
urban  areas  in  this  country?  I  mean,  why  am  I  being  told  that  this  is 
such  a  dramatic  statement  and  therefore  we  have  got  to  do  this  120- 
bed  facility,  that's  number  one. 

Number  two,  what  would  happen,  for  example,  if  you  took  both  San 
Juan  and  Baltimore  and  did  planning  grants  for  both  of  them,  instead 
of  building  one  and  doing  nothing  with  the  other?  Could  we  do  a 
planning  thing  on  Baltimore?  You  don't  have  to  answer  that  now 
actually.  We  are  going  back  and  forth  on  you  and  you  can  go  back  and 
think  through  what  you  want  to  say  and  then  just  write  it  to  me  and 
I  will  be  satisfied  with  that. 

Mr.  HAWKINS.  Could  I  make  one  point  on  this,  Senator. 

Chairman  ROCKEFELLER.  Sure.  Of  course  you  can. 

Mr.  HAWKINS.  One  thing  that  we're  trying  to  do,  and  I  think  you 
will  hear  it  from  Ms.  Quandt  and  other  people,  is  to  look  at  how  we 
do    construct   facilities   once    they    are    authorized.    What   we   are 
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proposing  to  do  at  Baltimore,  and  it  has  worked  out  very  well  at 
Martinez  and  other  places,  is  do  design/build.  We  have  found  two 
things  with  design/build;  you  do  it  much  faster  and  you  can  do  it 
much  cheaper  if  you  do  it  on  a  design/build,  as  opposed  to  planning 
one  year  and  then  building  the  next  year.  For  example,  we  built  the 
Martinez  ambulatory  care  clinic  in  a  little  less  than  8  months. 
Similar  projects  normally  take  at  least  18  to  24  months.  But  to  do 
that,  all  the  money  has  to  be  in  the  same  year.  But  to  answer  your 
question,  we  could  do  it  the  other  way. 

Senator  MURKOWSKI.  Can  you  tell  me  the  difference  between 
design/build  and  how  you  control  that  becoming  cost-plus. 

Mr.  HUNKELE.  Yes,  sir.  On  design/build,  it  looks  very  much  like  a 
lump  sum  contract.  It  is  not  a  negotiated  contract  and  so  there  is  no 
plus  to  it,  either  on  a  percentage  or  on  a  fixed  fee  basis. 

Senator  MURKOWSKI.  You  are  designing  it  as  you  are  building  it 
and  if  the  architect  makes  changes  and  whatnot,  the  contractor 
simply  thinks  he  has  gone  to  heaven. 

Mr.  HUNKELE.  Sir,  the  procedure  that  we  use  is,  in  fact,  to  put  out 
a  10  to  35  percent  design.  That  is  what  we  give  the  design/build  firm. 

Senator  MURKOWSKI.  10  to  30  percent? 

Mr.  HUNKELE.  10  to  35  percent  of  the  design  is  already  complete. 
So  we  have  pretty  well  fenced  in  what  the  building  is  going  to  look 
like.  We  give  them  a  specific  statement  of  work  on  how  big  it  has  to 
be  and  other  requirements — a  performance  specification  if  you  will. 
At  that  point,  the  design  and  construction  firm  gives  us  a  schedule 
and  a  fixed  price  they  have  to  meet.  That  shifts  some  of  the  risk  then 
to  the  design/build  firm.  If,  in  fact,  they  made  errors  in  the  design, 
they  are  going  to  have  to  eat  the  cost  of  that  and  come  back  with  a 
completed  building. 

Senator  MURKOWSKI.  So  your  architect,  and  you  depend  on  your 
VA  architect  to  determine  whether  the  contractor  is  making  a  fair 
profit? 

Mr.  HUNKELE.  No,  sir.  We  let  the  marketplace  do  that. 

Senator  MURKOWSKI.  Well,  just  a  minute.  If  it  is  awarded,  the 
difference  between  cost  and  profit  are  in  a  fixed  price. 

Mr.  HUNKELE.  Yes,  sir,  that  is  correct.  Much  like  we  do  any  other 
lump  sum  bid,  we  get  competition. 

Senator  MURKOWSKI.  You  get  competition  on  the  proposals? 

Mr.  HUNKELE.  Yes,  sir,  we  do. 

Senator  MURKOWSKI.  But  your  ability  to  differentiate  the  proposals 
is  based  on  a  lump  sum  comparison. 

Mr.  HUNKELE.  It  is.  We  basically  award  points  for  quality  of  design, 
schedule,  and  cost,  and  cost  has  to  be  the  driving — 

Senator  MURKOWSKI.  Let's  assume  that  contractors  look  at 
design/build  and  figure  they  have  got  to  have  for  the  exposure  a  30 
percent  return  on  investment,  and  all  the  contractors  basically  have 
that  threshold,  then  you  are  paying,  in  effect,  for  that  convenience  of 
building  quickly  as  you  design  a  premium,  as  opposed  to  putting  out 
specs  and  getting  a  fixed  figure  where  the  spread  and  risk  for  the 
contractor  is  not  what  it  is  in  a  design/build.  That's  the  problem  I 
have  with  the  process.  I  don't  disagree  it  is  a  lot  faster,  but  ordinarily 
don't  tell  me  it  is  cheaper. 
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Mr.  HUNKELE.  Sir,  there  is  obviously  a  tradeoff.  I  agree  with  your 
analysis.  In  both  cases  we  get  a  fixed  price;  however,  the  contractors, 
all  developers,  are  going  to  incur  more  risk,  and  the  tradeoff  is:  Can 
you  save  in  inflation  what  their  additional  risk  is? 

Senator  MURKOWSKI.  You  don't  save  that  much  I'm  afraid.  I  think 
it  is  generally  an  excuse  for  poor  planning. 

Chairman  ROCKEFELLER.  Let  me  ask  another  question  on  this 
Baltimore  situation.  Asbestos  was  one  of  your  problems,  Tony,  but 
you  are  going  to  level  the  place  that  is  there  now,  right?  So  the 
asbestos  is  not  going  to  be  a  problem,  it  is  going  to  be  in  some  dump 
somewhere.  Wouldn't  that  therefore  now  create  a  situation  where  you 
might  use  enhance-use  now?  In  other  words,  with  a  private  entity 
building  a  new  community  facility? 

Mr.  HAWKINS.  That  is  an  option,  Senator,  we  could  go  back  and 
offer  that  as  enhanced-use,  as  a  vacant  piece  of  land  to  build  on  for 
several  different  kinds  of  options.  But  that  is  an  option. 

Chairman  ROCKEFELLER.  Senator  Murkowski  and  I,  if  you  just 
listen  to  what  we're  saying,  it  sounds  like  we're  trying  to  shred 
construction  and  improvement  and  all  that.  We're  not.  Sometimes  in 
these  hearings  the  conversation  comes  across  that  way,  but  I  don't 
want  that.  We  want  with  the  money  that  is  available  to  be  able  to 
improve  things.  We  want  that  just  as  much  as  you  do.  It  is  just  that 
we're  asking  questions  that  make  it  sound  like  we  don't,  and  that 
isn't  correct.  As  Frank  says,  we  have  a  certain  amount  of  money,  so 
we  have  to  be  careful. 

With  that  same  sentiment  in  mind,  do  you  consider  construction 
alternatives?  For  example,  State  land  which  might  be  available,  or 
community  land  that  might  be  purchased  or  might  be  leased  or 
something,  do  you  look  at  those  things? 

Mr.  HAWKINS.  Yes,  sir,  we  do.  In  fact,  that  is  our  first  option.  We 
try  to  look  at  land  that  can  be  either  donated  or  transferred  from 
another  Federal  agency  or  State  agency.  That  is  our  first  priority  that 
we  look  at.  In  fact,  that  is  what  happened  in  Florida,  we  do  have  sites 
that  have  been  donated  down  there  by  private  individuals  and  that 
has  historically  been  very  functional  and  very  useful  throughout  our 
history. 

Chairman  ROCKEFELLER.  OK.  Tony,  another  one  for  you.  This  goes 
over  to  Paris.  Some  in  VA  believe  that  if  the  Department  is  to 
properly  manage  Pershing  Hall,  its  legislative  authority  needs  to  be 
modified.  Would  you  please  comment  on  the  following  proposals 
indicating  why  they  might  benefit  VA:  One,  legislation  which 
authorizes  the  Secretary  to  extend  the  term  of  the  lease  for  redevelop- 
ment up  to  99  years;  and  two,  legislation  which  authorizes  the  VA,  if 
in  the  best  interest  of  the  Government,  to  dispose  of  Pershing  Hall. 

Mr.  KlTSHNIR.  Yes,  sir.  Thank  you  very  much  for  the  opportunity. 
As  you  are  aware,  sir,  the  Department  was  given  the  responsibility 
for  Pershing  Hall  back  in  1991.  The  Department  inherited  really 
what  we  believe  was  a  complete  and  utter  disaster.  The  building  was 
virtually  out  of  control,  because  there  was  no  Federal  agency  which 
had  oversight  over  this  building.  The  Department  in  the  last  12 
months  has  now  gotten  to  a  point  where  we  are  in  the  process  of 
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soliciting  for  a  developer  to  come  in,  assume  control  of  the  building, 
and  redevelop  the  building  in  accordance  with  our  objectives. 

Our  financial  advisers  tell  us  that,  in  essence,  the  present  35-year 
lease  term  is  contrary  to  what  the  custom  and  practice  is  in  Paris,  in 
Europe.  In  fact,  our  proposals  that  we  will  be  receiving  will  be  about 
30  to  40  percent  of  what  the  Department  should  be  able  to  receive 
back  if  we  follow  the  custom  and  the  practice  in  Paris.  In  a  similar 
sense,  we  lose  nothing  in  terms  of  control  over  the  building,  because 
overall  control  we  will  still  maintain  through  our  out-lease,  through 
our  other  contractual  efforts.  So  we  believe  that  is  something  that  the 
Secretary,  the  Department  should  have  the  option  to  review  and  to 
compare  and  to  see  whether  that  would  be  in  our  best  interests  in 
that  aspect. 

The  disposal  is  similar.  We  would  support  that  type  of  a  modifica- 
tion because  in  terms  of  the  fact  that  if  we  are  out-leasing  the 
property  as  far  as  35  years  or  99  years,  we  should  have  the  ability  to 
see  whether  we  could  achieve  the  same  objectives  in  the  statute 
through  the  disposal  as  well. 

Chairman  ROCKEFELLER.  Could  you  give  us  legislative  language  for 
covering  both  of  those? 

Mr.  KUSHNIR.  Yes,  sir,  we  could. 

Chairman  ROCKEFELLER.  Senator  Murkowski,  I  don't  have  any 
more  questions. 

Senator  MURKOWSKI.  I  have  got  to  jump  out  of  here  for  a  few 
minutes,  but  before  I  go,  and  I  intend  to  come  back,  I  would  like  to 
know — and  anyone  can  answer  this — if,  as  we  address  this  $362 
million  for  the  eight  construction  projects  for  this  year,  in  the 
feasibility  of  determining  need,  was  there  any  consideration  given  as 
a  consequence  of  the  GAO  study  which  suggested  as  many  as  50 
percent  of  veterans  may  leave  the  VA  system  if  there  is  universal 
access? 

Mr.  HAWKINS.  Yes,  sir,  we  did  look  at  that.  There  is  no  doubt  about 
it,  if  we  go  to  some  kind  of  universal  coverage  where  veterans  have 
the  option  to  choose  where  they  go,  access  certainly  would  be  a  major 
priority.  At  the  same  time,  we  have  been  evaluating  basically  if  those 
35  million  people  out  there,  a  large  proportion  of  whom  are  veterans 
who  are  not  now  eligible  for  VA  care  because  of  the  eligibility  rules 
and  regulations,  would  at  least  a  portion  of  those  people  choose  the 
VA  as  their  provider.  We  think  that  they  would. 

It  is  hard  to  quantify  that,  Senator,  but  we  feel  like  we  will  lose 
some  and  we  will  gain  some.  There  could  be  a  wash  on  it  or  there 
could  be  a  minus  or  a  plus,  but  we  feel  like  we  will  be  able  to  compete 
for  those  uninsured  veterans  and  those  who  are  now  ineligible  under 
the  VA's  eligibility  laws  and  regulations. 

Senator  MURKOWSKI.  Is  that  based  on  an  internal  VA  analysis  or 
is  there  some  other  substantiation?  We  have  a  GAO  study  that  says 
50  percent,  we  have  a  PVA  study  that  says  25  percent.  I  think  it  is 
paramount  to  the  responsibility  of  this  Committee's  oversight  to 
address  this  issue  in  a  timely  manner.  Tell  me  where  you  have  come 
up  with  this  general  conclusion  that  it  is  going  to  be  about  a  wash. 
Are  you  going  to  pick  up  this  many  new  cases  because  you  are 
proposing  that  the  veterans  that  aren't  served  by  the  VA  now  will  opt 
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into  the  VA  system?  Yet,  the  GAO  says  50  percent  of  those  that  are 
in  are  going  to  opt  out.  I  am  not  an  advocate  either  way,  but  I  want 
to  understand  how  you  can  substantiate  your  generalization. 

Mr.  HAWKINS.  Neither  did  GAO  nor  any  other  studies  that  have 
been  done,  that  I  have  seen,  address  the  other  issue  of  how  many  of 
those  veterans  that  are  out  there  now  that  don't  use  the  system 
would  choose  the  VA  system  if  they  had  a  choice.  Our  analysis  has 
been  done  based  strictly  within  our  own  Central  Office  and  our  own 
staff.  I  don't  think  it  can  be  quantified  at  this  point,  to  be  honest  with 
you,  in  terms  of  how  many  would  choose  the  VA  or  how  many  would 
leave.  It  is  our  feeling  that  the  GAO  study  is  high. 

Senator  MURKOWSKI.  I  don't  dispute  that.  I  am  just  interested  in 
knowing  how  we  are  going  to  address  this  with  some  resolve.  Do  we 
have  to  wait  until  it  actually  happens  to  address  it? 

Mr.  HAWKINS.  Under  the  competitive  model  that  is  being  proposed, 
I  think  we  would  have  to  compete  for  those  patients  and,  other  than 
projections,  I  am  not  sure  that  we  could  give  you  a  reliable  figure. 

Senator  MURKOWSKI.  I  am  just  trying  to  relate  this  professionally 
with  the  obligation  we  have  to  approve  new  construction,  not  knowing 
what  kind  of  capacity  we  are  going  to  be  required  to  meet.  I  guess  we 
won't  know. 

Mr.  HAWKINS.  I  don't  think  we  will.  But  a  lot  of  the  patients  that 
do  use  the  VA  system,  such  as  spinal  cord  injury,  blind,  rehabilitation 
patients,  Alzheimer's  patients,  and  those  types  of  patients  I  think  will 
choose  the  VA  system  because  of  our  expertise  in  that  area. 

Senator  MURKOWSKI.  I  agree. 

Chairman  ROCKEFELLER.  There  is  another  factor.  One  of  the 
stunning  possibilities  is  that  if  we  allow  Category  C  veterans  to  make 
use  of  VA  hospitals  and  bring  with  them  their  funding  streams,  and 
along  with  that  make  VA  hospitals  competitive  in  every  single 
respect,  the  funding  streams  would  help  that  to  become  possible.  I 
can  see  a  scenario  where  you  might  get  a  substantial  increase  in  the 
number  of  veterans  simply  because  we  compete.  That  is  one  of  the 
alternatives  out  there;  that  the  veterans  system  be  put  in  a  position 
to  compete  with  the  nonveteran  system,  and  we  may  be  able  to  do 
that  if  we  do  Category  C  and  get  those  funding  streams.  From  what 
Senator  Murkowski  is  mentioning,  there  is  this  huge  range  and 
nobody  is  quite  sure  yet. 

Gentlemen,  I  am  sure  that  you  have  really  enjoyed  talking  with 
Senator  Rockefeller  and  Senator  Murkowski.  Actually,  we  are  both 
very  good  people. 

Senator  MURKOWSKI.  Just  ask  us.  [Laughter.] 

I  have  one  other  short  question.  The  Pershing  Hall  memorial  to 
General  Pershing  since  1936  has  been  maintained  by  private 
organizations.  I  am  told  that  ended  in  1992  and  the  VA  is  going  to 
undergo  the  cost  of  restoration. 

Mr.  KUSHNIR.  No,  sir,  that  is  not  correct. 

Senator  MURKOWSKI.  OK.  What  is  correct? 

Mr.  KUSHNIR.  Sir,  until  1982,  Pershing  Hall  was  operated  under 
the  auspices  of  the  American  Legion.  In  1982,  the  American  Legion 
walked  away  from  Pershing  Hall  because  of  alleged  abuses  or  misuse 
with   respect  to  financial   aspects  and  the  property  management 
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aspects.  From  1982  until  1992,  there  was  virtually  no  one  in  control 
of  that  building.  There  was  an  organization  which  assumed  control  of 
the  building  but  did  not  have,  at  least  our  Justice  Department 
advises,  did  not  have  legal  authority  to  do  so.  They  set  up  a  situation 
there  where  basically  they  paid  themselves  rent,  very  low  rent — this 
is  a  Federal  asset  property  acquired  by  the  United  States  in  1936 — 
and  they  have  operated  commercial  activities  over  there. 

Senator  MURKOWSKI.  They,  being  somebody  else  after  the  Ameri- 
can Legion? 

Mr.  KUSHNIR.  Yes,  sir. 

Senator  MURKOWSKI.  With  nobody's  authority? 

Mr.  KUSHNIR.  Yes,  sir.  In  1991,  when  the  VA  was  given  this 
building — 

Senator  MURKOWSKI.  Who  gave  it  to  them? 

Mr.  KUSHNIR.  Congress  gave  it  to  us,  sir. 

Senator  MURKOWSKI.  Boy,  they  really  did  you  a  favor,  didn't  they. 
[Laughter.]  Congress  gave  it  to  you  and  you  accepted  it  without  an 
appropriation. 

Mr.  KUSHNIR.  When  we  accepted  it,  sir,  we  had  to  enter  into 
discussions  with  Paris  agencies  which  did  this  type  of  redevelopment 
work  and  they  basically  told  us  it  would  take  us  about  $3  million  and 
3  years  to  complete.  We  believe  that  we  have  accomplished  in  1  year, 
right  now  it  is  about  18  months,  what  we  believe  would  take  others 
3  years,  and  we  believe  that  we  can  complete  this  project  within  the 
existing  appropriation. 

Senator  MURKOWSKI.  Which  is? 

Mr.  KUSHNIR.  We  had  $1.3  million  made  available  to  us.  We  are 
getting  mighty  thin  on  that  money,  sir,  and  to  avoid  an  Anti-defi- 
ciency Act  problem,  we  are  looking  for  basically  another  $500,000.  All 
of  this  money  will  be  repaid  back  from  the  building  proceeds.  VA 
would  not  be  putting  one  single  dollar  in  the  renovation  of  the 
building.  That  building  would  be  leased  out  to  a  developer  who  would 
then,  under  the  auspices  and  control  of  VA,  redevelop  that  building 
as  (1)  a  memorial  building,  but  (2)  would  have  private  use  in  that 
building.  Then  VA  would  have  financial  control  over  what  goes  on  in 
that  building  and  how  that  building  is  redeveloped. 

Senator  MURKOWSKI.  And  what  happens  to  the  rental  cash  flow? 

Mr.  KUSHNIR.  The  cash  flow  goes  back  to  a  special  account  called 
the  "Pershing  Hall  Revolving  Fund"  and  that  accumulates  in  that 
fund  until  VA  and  Congress  tells  us  what  to  do  with  it,  sir. 

Senator  MURKOWSKI.  How  much  are  you  going  to  get  a  year  from 
it? 

Mr.  KUSHNIR.  Well,  right  now,  we  have  about  seven  companies  that 
have  submitted  offers  on  the  building.  We  are  right  now  in  the 
evaluation  process.  It  is  a  very  sensitive — if  I  tell  you,  sir,  we  are 
going  to  have  to  disclose  our  financial  plan  and  we  suspect  we  are 
going  to  get  substantial  sums  coming  back  to  the  United  States  on 
this  building.  The  short  answer  is — 

Senator  MURKOWSKI.  You  could  say  you  are  going  to  make  some 
revenue,  but  you  are  putting  $1.3  million  in  it  and  borrowing  another 
$500,000  and  you  are  going  to  pay  the  $500,000  back  from  the  rent. 
This  ordinarily  isn't  the  business  of  VA. 
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Mr.  KUSHNIR.  No,  sir,  it  is  not. 

Senator  MURKOWSKI.  And  the  fact  that  you  are  going  to  go  out  and 
put  it  out  for  a  developer  to  develop,  why  don't  you  just  do  that 
instead  of  putting  more  money  in  it? 

Mr.  KUSHNIR.  Sir,  prior  to  VA  coming  in,  the  building,  because  of 
all  the  existing  claims  of  these  people  who  are  in  it,  the  building  has 
a  negative  value.  The  United  States  could  not  do  anything — 

Senator  MURKOWSKI.  No,  but  you  have  the  site,  you  have  the  real 
estate,  right? 

Mr.  KUSHNIR.  And  you  also  have  claims  against  the  United  States. 

Senator  MURKOWSKI.  Fine. 

Mr.  KUSHNIR.  No  one  wants  to  buy  into  that.  No  one  wants  to  buy 
a  lawsuit. 

Senator  MURKOWSKI.  So  what  are  you  going  to  do  with  those 
claims? 

Mr.  KUSHNIR.  VA  has  already  negotiated  agreements  with  11  of  the 
13  occupants  to  leave,  and  they  have  left.  We  have  two  present — 

Senator  MURKOWSKI.  How  much  did  you  pay  them? 

Mr.  KUSHNIR.  VA  has  paid  nothing,  sir. 

Senator  MURKOWSKI.  So  you  settled  the  claims  without  paying 
anything? 

Mr.  KUSHNIR.  The  Department  of  Justice  has  paid  basically  on  the 
average  about  $100,000  to  these  occupants. 

Senator  MURKOWSKI.  Each? 

Mr.  KUSHNIR.  Each. 

Senator  MURKOWSKI.  So  it  is  almost  $1  million  in  claims  that  the 
Federal  Government  has  paid? 

Mr.  KUSHNIR.  Yes,  sir. 

Senator  MURKOWSKI.  And  now  you  are  going  to  put  some  more 
money  in  it  but  you  are  not  going  to  finish  it,  you  are  going  to  put  it 
out  to  a  developer  to  finish  and  then  lease  it  back? 

Mr.  KUSHNIR.  Sir,  we  already  have  that  building  up  for  redevelop- 
ment. All  I  can  say  is  right  now  the  building  has  a  negative  value. 
The  building  has — 

Senator  MURKOWSKI.  Why  don't  you  just  leave  it  up  to  a  developer 
to  develop  it?  Why  put  more  money  in  it  now  that  you  have  got  the 
claims  taken  care  of? 

Mr.  KUSHNIR.  Until  we  can  take  care  of  all — we  have  two  outstand- 
ing claims,  sir,  that  we  need  to — 

Senator  MURKOWSKI.  How  much  are  those? 

Mr.  KUSHNIR.  They  range  anywhere  from  $1  million  to  $3  million. 

Senator  MURKOWSKI.  And  who  is  going  to  put  that  money  in? 

Mr.  KUSHNIR.  Sir,  we  have  taken  the  position  that  they  are 
entitled  to  zero  dollars;  in  fact,  they  owe  the  United  States.  We  expect 
a  court  decision  tomorrow  on  that. 

Senator  MURKOWSKI.  Well,  Mr.  Chairman,  I  am  just  very  hesitant 
to  see  VA  get  into  a  partial  development  lease-back  melee  which  is 
going  to  become  a  full-employment  act  for  the  lawyers. 

Chairman  ROCKEFELLER.  My  guess  is  that  Mr.  Kushnir  shares 
your  views. 

Mr.  KUSHNIR.  Yes,  sir.  fLaughter.J 
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Chairman  ROCKEFELLER.  In  other  words,  I  think  what  we  have 
here  is  Mr.  Kushnir  having  to  defend  something  which  he  is  very 
uncomfortable  defending  because  of  what  we  basically  have  done. 

Mr.  KUSHNIR.  Yes,  sir.  We  are  in  a  situation  that  the  United 
States — 

Senator  MURKOWSKI.  What  a  horror  story. 

Mr.  KUSHNIR.  We  are  trying  to  extricate  ourselves  from  about  10 
years  of  neglect  with  respect  to  this  building  and  there  was  an 
outstanding  liability  against  the  United  States  on  this  building.  We 
are  just  trying  to  get  out  of  it  as  quickly  as  we  can,  sir. 

Senator  MURKOWSKI.  The  service  organizations  were  smart  enough 
to  dump  it.  They  didn't  want  any  part  of  it. 

Mr.  KUSHNIR.  We  didn't  ask  for  the  building,  sir. 

Senator  MURKOWSKI.  I  know.  But  by  the  same  token,  I  think  you 
folks  ought  to  realistically  address  whether  you  want  it.  I  don't  think 
this  Committee  has  authorized  you  to  take  it  under  any  terms  or 
circumstances.  I  haven't  gotten  any  gripes  from  the  service  organiza- 
tions saying,  by  God,  VA  is  going  to  take  it.  If  it  is  a  bum  deal,  then 
evaluate  it  as  a  bum  deal  and  tell  us  what  you  recommend.  It  sounds 
to  me  like  it  is  still  a  bum  deal. 

Chairman  ROCKEFELLER.  Mr.  Kushnir,  if  I  asked  us  to  give  you  the 
authorization  to  get  rid  of  the  responsibility  for  this  building,  would 
you  not  be  a  thoroughly  happy  human  being? 

Mr.  KUSHNIR.  Yes,  sir — fLaughter.J  From  a  personal  standpoint,  I 
would.  I  would  have  to  make  a  very  strong  statement,  sir,  that  I 
think  that  the  building  was  and  has  represented,  just  from  my  own 
personal  knowledge  of  it,  an  important  part  to  the  United  States 
presence  in  Paris.  We  have  gone,  I  believe,  about  90  percent  of  the 
way  there  to  fixing  this  situation  and  I  believe  that  we're  about  to 
have  the  building  put  back  on  an  even  keel.  I  believe  that  nothing 
would  make  me  happier  than  to  get  this  building  off  our  rolls  and  out, 
and  I  believe  that  part  of  our  response  was  that  we  would  favor 
having  this  building  disposed  or  sold,  but  we  believe  that  if  it  is  going 
to  be  done,  that  it  be  done  in  a  way  which  does  not — if  we  walk  away 
from  it  now,  the  people  who  have  taken  advantage  of  the  building 
before  will  simply  move  back  in. 

Senator  MURKOWSKI.  You  can  put  a  restriction  on  your  developer 
to  ensure  that  the  memory  and  the  significance  of  the  General 
Pershing  Memorial  has  to  be  maintained.  That  is  done  all  the  time 
with  property,  that  you  can  put  a  restrictive  covenant  in  that 
mandates  that  it  has  to  be,  it  has  to  meet  a  conformity,  it  has  to  meet 
an  approval,  it  has  to  meet  a  review  process,  anything  you  want  and 
the  developer  either  takes  it  or  leaves  it.  But  I  can't  imagine,  based 
on  just  the  knowledge  that  I've  picked  up  in  the  last  5  minutes,  why 
VA  would  want  this  albatross  unless  there  are  a  bunch  of  jobs 
dependent  on  it  in  VA. 

Mr.  KUSHNIR.  No,  sir.  VA's  position  on  this  is  that  we  did  not  ask 
for  the  building  and  we're  trying  to  extricate  ourselves  in  the  most 
graceful  manner. 

Senator  MURKOWSKI.  But  they  can  get  rid  of  it. 

Chairman  ROCKEFELLER.  Yes.  Gentlemen,  I  think  you  have  done 
extremely  well  and  I  want  to  conclude  the  panel  on  that  note.  Mr. 
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Hawkins,  Mr.  Kushnir,  you  have  done  extremely  well.  These  are 
uncomfortable  questions  and  we  bring  you  into  a  situation  sometimes 
where  you  don't  want  to  be.  I,  frankly,  just  appreciate  the  fact  that 
you're  there,  that  you  are  looking  at  these  things  and  that  is  what 
these  authorization  oversight  hearings  are  for.  So  you  have  done  very, 
very  well,  in  spite  of  us  peppering  you  with  this  and  that  and  the 
other  thing.  We  understand  your  concern  about  all  the  things.  You 
want  to  do  things  right  and  so  do  we.  And  so  I  appreciate  all  of  you 
very,  very  much. 

[Written  questions  from  Chairman  Rockefeller  to  Mr.  Hawkins  and 
the  responses  appear  on  page  71. J 

Senator  MURKOWSKI.  I  would  concur.  Let  me  make  just  one 
statement  in  reference  to  competition.  I  am  sort  of  from  Missouri  on 
this  question,  and  as  we  look  at  the  ability  of  VA  to  compete  in  health 
care  reform,  I  would  remind  all  of  us  to  reflect  on  what  we  think 
Government  does  well — in  the  Post  Office  or  Amtrak  or  various  other 
things — and  that  if  VA  is  going  to  compete  with  the  private  sector  in 
health  care  reform,  they  have  got  a  big  job  to  do  and,  obviously,  they 
are  going  to  have  to  sharpen  their  pencils.  I  think  that  we  need  to 
reflect  on  the  long-term  evolution  of  health  care  reform,  because 
simple  subsidies  aren't  going  to  be  the  answer  to  VA's  ability  to 
compete,  as  you  know,  Mr.  Chairman,  because  of  the  heat  that  we  get 
from  the  private  sector.  National  health  care  reform  is  something  that 
may  simply  dictate  a  market  force  on  efficiencies  within  VA. 

Chairman  ROCKEFELLER.  I'll  tell  you  where  the  market  force  is 
going  to  come  crashing  down  in  health  care  reform,  and  that  is  on  the 
private  hospital  system.  They  are  the  folks  who  are  going  to  be  in 
shock.  A  lot  of  our  work,  because  we  are  annually  appropriated  and 
the  rest  of  it,  has  been  done  by  the  discipline  of  that  process.  The 
private  sector  is  going  to  have  quite  a  wakening  up  when  all  of  this 
gets  finished. 

I  really  thank  all  of  you. 

Mr.  HAWKINS.  Thank  you,  Senator. 

Chairman  ROCKEFELLER.  I  want  to  go  on  to  the  second  panel  now. 
Our  second  panel  consists  of  three  people  who  will  address  VA's 
process  for  determining  its  medical  construction  facilities.  The  first 
witness  will  be  David  Baine,  who  is  director  of  Federal  Health  Care 
Delivery,  Human  Resources  Division,  General  Accounting  Office.  GAO 
has  recently  reviewed  VA  health  care  program  and  issued  a  report  on 
actions  needed  to  control  major  construction  costs.  Dave,  we  welcome 
you.  Our  second  witness  is  Marjone  Quandt,  former  executive 
director  of  the  Commission  on  the  Future  Structure  of  Veterans 
Health  Care,  her  last  assignment  before  retiring.  We  are  very  glad, 
Midge,  that  you're  here.  The  third  witness  will  be  Terry  Grandison, 
associate  legislative  director  of  PVA.  PVA  is  a  major  contributor,  as 
we  all  know,  to  the  Independent  Budget  and  it  also  issued  Strategy 
2000,  so  they  are  heavily,  heavily  involved  in  all  of  this.  Terry,  we  are 
very  glad  to  have  you  with  us. 

So  let's  go  with  the  5-minute  rule.  And  Dave,  let's  begin  with  you. 

Oh,  I'm  sorry.  I  did  not  notice  that  Senator  Akaka  came  in. 
Senator,  I  am  totally  apologetic.  Do  you  have  any  comments? 
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OPENING  STATEMENT  OF  SENATOR  AKAKA 

Senator  AKAKA.  Mr.  Chairman,  I  join  you  in  welcoming  the  panel 
here  and  look  forward  to  their  testimony  on  VA  construction  issues. 

In  principle,  Mr.  Chairman  and  to  the  panel,  I  want  to  say  that  I 
support  the  President's  construction  request.  VA  has  been  un- 
derfunded in  this  area  for  many  years,  resulting  in  deteriorating 
physical  plants,  as  we  see  in  our  own  Nation,  and  tremendous 
backlogs.  While  there  is  certainly  room  for  improvement  in  the 
management  of  the  construction  process,  I  believe  that  we  must  not 
confuse  the  need  to  streamline  the  process  with  the  overriding  need 
to  construct  and  refurbish  medical  facilities. 

I  also  believe  that  we  must  certainly  consider  the  effects  of  health 
care  reform  on  VA.  It  is  our  responsibility  to  ensure  that  care  for 
veterans  is  not  delayed.  Assuming  that  the  administration  recognizes 
that  VA  is  a  unique,  precious,  and  integrated  national  health  care 
resource,  continuing  to  maintain  and  build  VA's  medical  facilities  can 
only  enhance  the  Department's  ability  to  compete  in  a  post-health 
care  reform  environment. 

On  a  parochial  note,  I  am  very  pleased  that  the  Department 
strongly  supports  the  long-planned  Matsunaga  VA  Medical  Center  in 
Hawaii.  Because  there  are  sufficient  funds  from  previous  appropria- 
tions to  continue  preliminary  planning  and  design  work  on  the 
Hawaii  hospital,  VA  has  not  requested  funds  for  the  medical  center 
this  year.  However,  the  fact  that  no  funds  are  requested  for  the 
Hawaii  facility  should  not  be  interpreted  to  mean  that  VA  no  longer 
supports  the  project.  In  fact,  Secretary  Brown  has  informed  me  that 
Hawaii  remains  one  of  VA's  priority  initiatives.  I  assume  that  VA  will 
request  funding  next  year,  when  the  construction  phase  begins. 

I  want  to  make  clear  to  all  concerned  that  the  Hawaii  delegation 
and  Hawaii's  120,000  veterans  are  committed  to  the  establishment  of 
the  Matsunaga  VAMC.  We  will  spare  no  effort  to  ensure  that  a 
facility  that  has  been  promised  on  and  off  for  more  than  20  years  will 
be  built.  I  remind  everyone  that  Hawaii  is  one  of  two  States  without 
a  VA  hospital,  a  situation  that  has  resulted  in  serious  inequities  in 
terms  of  access  to  and  quality  of  care  for  my  State's  veterans. 

In  this  regard,  Mr.  Chairman,  I  am  very  disappointed  that  the 
GAO  has  once  again  recommended  against  the  Hawaii  hospital.  In  its 
written  testimony,  the  agency  cites  the  uncertainty  surrounding 
eligibility  and  health  care  reform  as  reasons  for  not  proceeding  with 
the  facility.  It  glibly  recommends  that  Hawaii  veterans  continue  to 
use  Tripler  Army  Medical  Center  and  community  hospitals  for 
inpatient  care,  saying  that  "excess  capacity"  exists  in  both  the 
military  and  private  sectors  to  treat  these  veterans. 

In  effect,  GAO  suggests  that  Hawaii  veterans  accept  the  same 
problematic  care  that  they  are  receiving  now.  Hawaii  veterans 
currently  have  no  inpatient  facility  that  is  devoted  to  their  special 
needs;  like  vagrants,  they  are  farmed  out  to  Tripler  or  community 
hospitals.  At  Tripler,  they  are  assigned  lower  priority  care  than  their 
military  counterparts.  Both  Tripler  and  private  facilities  cannot  offer 
veterans  the  same  level  of  care  for  certain  services,  particularly  in 
such  areas  as  mental  health  and  geriatrics.  More  important,  they 
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cannot  offer  veterans  the  continuity  of  care  that  is  so  critical  to  a 
quality  health  care  experience. 

But  perhaps  the  most  compelling  reason  why  we  should  continue 
with  the  Matsunaga  VA  Medical  Center  is  simply  because  we 
promised  it  to  Hawaii's  veterans.  After  decades  of  waiting  for  a 
hospital  of  their  own,  it  would  be  a  serious  breach  of  faith,  as  well  as 
a  health  care  travesty,  if  we  once  again  go  back  on  our  promise  to 
restore  health  care  equity  to  Hawaii's  veterans. 

I  thank  you,  Mr.  Chairman,  for  permitting  me  to  make  this 
statement.  I  have  a  few  questions  I  would  like  to  ask  later.  Thank 
you. 

[The  prepared  statement  of  Senator  Akaka  appears  on  page  48. J 

Chairman  ROCKEFELLER.  Thank  you,  Senator,  very,  very  much. 
And  I  am  pleased  that  you  are  here;  when  most  others  aren't,  you 
usually  are,  and  I  am,  as  always,  grateful  to  you. 

Dave. 

STATEMENT  OF  DAVID  P.  BAINE,  DIRECTOR,  FEDERAL 
HEALTH  CARE  DELIVERY,  HUMAN  RESOURCES  DIVISION, 
GENERAL  ACCOUNTING  OFFICE,  ACCOMPANIED  BY  KIM 
BEASLEY,  SENIOR  EVALUATOR,  AND  JAMES  LINZ,  ASSIS- 
TANT DIRECTOR 

Mr.  BAINE.  Thank  you,  Mr.  Chairman.  Good  afternoon.  I  would  like 
to  introduce  Jim  Linz,  who  is  my  colleague  in  most  of  these  matters 
relating  to  construction  issues. 

Chairman  ROCKEFELLER.  As  I  should  introduce  Kim  Beasley  also, 
who  does  architectural  work. 

Mr.  BAINE.  Mr.  Chairman,  thank  you  for  the  opportunity  to  discuss 
VA's  major  construction  program.  As  our  prepared  statement  states, 
we  believe  the  Congress  should  proceed  cautiously  with  construction 
of  additional  VA  capacity  until  reforms  to  the  Nation's  health  care 
system  and  VA  eligibility  take  shape.  Because  of  the  uncertainty 
surrounding  the  potential  effects  of  such  reforms  on  demand  for  VA 
care,  it  is,  as  we  recently  testified  before  this  and  other  committees, 
exceedingly  difficult  to  predict  future  demand  for  VA  care.  Any 
national  health  reform  that  expands  insurance  coverage  among 
veterans  could  substantially  reduce  the  demand  for  VA-sponsored 
care,  as  you  alluded  to  earlier  this  morning.  These  issues  are 
discussed  in  greater  detail  in  my  written  statement.  But  rather  than 
repeat  our  earlier  testimony,  I  would  like  to  limit  my  comments  this 
afternoon  to  other  issues  relating  to  the  construction  program. 

Our  estimate  of  a  potential  50-percent  reduction  in  demand  for  VA 
hospital  care  assumes  VA  will  continue  to  operate  as  an  independent 
system  available  to  veterans  to  supplement  their  coverage  under  a 
national  health  insurance  program.  If,  however,  VA  is  transformed 
into  a  series  of  managed  care  plans  to  compete  under  a  reformed 
national  health  care  system,  a  potentially  serious  limitation  in  the 
design  of  VA  facilities  could  affect  its  ability  to  compete.  This 
limitation  is  the  inability  of  VA  hospitals  and  clinics  to  provide  the 
full  range  of  health  care  services  to  women  veterans  and  dependents 
of  veterans. 
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For  example,  VA  does  not  provide  coverage  of  routine  pregnancies 
for  women  veterans  either  through  its  own  facilities  or  through 
contracts  with  community  providers.  Similarly,  VA  facilities  cannot 
provide  pediatric  care  to  dependent  children  of  veterans.  If  VA 
facilities  are  to  compete  as  managed  care  plans  under  a  national 
program,  they  would  likely  need  to  develop  the  capability  to  serve 
women  veterans  and  veterans'  dependents  either  in  their  own 
facilities  or  through  contracts  with  community  facilities  or  sharing 
agreements  with  military  facilities.  Without  such  capabilities,  VA 
managed  care  plan  would  likely  attract  primarily  single  male 
veterans. 

This  creates  a  dilemma  as  decisions  are  made  concerning  whether 
to  authorize  construction  of  new  hospitals  that  have  already  been 
designed.  Should  VA  proceed  with  construction  or  renovation  of 
facilities  as  they  are  now  designed — that  is,  with  these  limited 
capabilities — or  should  it  delay  construction  until  decisions  are  made 
on  VA's  role  under  national  health  reform?  We  suggest  the  latter. 

However,  a  limitation  on  construction  of  additional  VA  capacity 
does  not  have  to  mean  an  interruption  in  meeting  the  health  care 
needs  of  America's  veterans.  Let  me  explain  briefly.  We  found  during 
recent  reviews  of  VA's  planning  for  the  construction  of  three  medical 
centers,  including  the  center  in  Hawaii,  that  existing  capacities  in 
community  and  military  hospitals  appear  to  be  adequate  to  meet  VA's 
acute  care  needs.  One  common  feature  of  all  of  these  projects  is  that 
the  veteran  population  is  split  between  two  or  more  major  population 
centers,  making  it  difficult  to  adequately  serve  veterans  with  one 
facility.  I  might  add  that  this  same  feature  would,  in  our  view, 
contribute  to  larger  declines  in  demand  for  VA  care  under  a  universal 
access  system  because  veterans  would  presumably  be  given  health 
options  closer  to  home  under  such  a  system. 

Mr.  Chairman,  if  VA  hospitals  are  built  to  meet  the  current  health 
care  needs  of  veterans  in  these  areas,  the  hospitals  could  have 
significant  excess  capacity  before  they  open.  In  addition,  VA  would  be 
faced  with  the  task  of  designing  facilities  without  knowing  what 
patient  population  the  facility  is  going  to  serve;  that  is  to  say,  the 
veterans  themselves  or  the  veterans  and  their  families.  On  the  other 
hand,  if  construction  is  delayed  until  health  care  reforms  fully  take 
shape,  the  health  care  needs  of  an  aging  veteran  population  might  go 
unmet. 

One  potential  way  to  deal  with  this  dilemma  would  be  to  test 
alternative  means  of  meeting  the  health  care  needs  of  veterans  and 
improving  their  access  to  hospital  care.  For  example,  the  acknowl- 
edged excess  capacity  in  non-VA  hospitals  in  northern  California,  east 
central  Florida,  and  Hawaii  provide  excellent  opportunities  to  test  the 
feasibility  of  contracting  for  inpatient  care  at  community  or  military 
hospitals.  Demonstrations  such  as  these  could  test  the  cost-effective- 
ness of  alternative  delivery  methods  and  assess  the  differences  in 
veterans'  satisfaction  under  the  options.  An  added  advantage,  if  VA 
is  to  compete  with  private  managed  care  programs,  is  that  VA  would 
be  able  to  provide  the  full  range  of  inpatient  services,  including 
maternity  and  pediatric  care,  through  contracts  with  local  hospitals. 
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I  can  stop  there,  Mr.  Chairman.  The  rest  of  our  statement  relates 
primarily  to  the  report  we  recently  prepared  on  the  details  of  the 
construction  program.  We  will  certainly  be  glad  to  take  your  ques- 
tions. 

[The  prepared  statement  of  Mr.  Baine  appears  on  page  52. J 

Chairman  ROCKEFELLER.  Thank  you  very  much,  Dave. 

Midge  Quandt. 

STATEMENT  OF  MARJORIE  R.  QUANDT,  FORMER  EXECU- 
TIVE DIRECTOR,  COMMISSION  ON  THE  FUTURE  STRUC- 
TURE OF  VETERANS  HEALTH  CARE 

Ms.  QUANDT.  Thank  you,  Mr.  Chairman.  My  testimony  is  based 
largely  on  the  work  of  the  Commission  on  the  Future  Structure  of 
Veterans  Health  Care.  During  the  process  of  that  study,  the  commis- 
sioners were  appalled  and  shocked  at  what  they  found  to  be  VA's 
construction  program,  how  it  went  about  building  hospitals  or  leasing 
clinics  or  anything  else.  They  came  to  the  conclusion  that  VA  building 
was  to  be  a  last  resort.  And  I  want  to  stress  that — a  last  resort.  They 
said  VA  should  use  lease  or  lease-purchase,  but  that  if  there  was  to 
be  VA  building,  there  had  to  be  new  procedures. 

There  have  been  some  improvements  in  the  last  year.  There  have 
been  moves  to  a  cost-containment  philosophy.  That's  a  new  concept 
in  building;  I  don't  believe  it  goes  as  far  as  necessary.  There  is  the 
design/build  guaranteed  maximum  price  that  you  heard  discussed 
this  morning  that  was  used  on  Martinez.  There  are  other  things  that 
have  to  be  done. 

The  new  organization  or  the  reorganization  is  no  solution.  Why  it 
is  necessary  and  why  VA  is  proud  that  it  has  and  employs  the  largest 
construction  program  in  the  health  field  is  beyond  me.  Those  people 
do  not  design,  build,  or  construct  a  thing.  I  think  that  is  beginning  to 
sink  in  on  the  leadership  of  this  new  administration. 

I  agree  with  GAO  that  in  all  but  two  exceptions,  there  should  be 
no  building  of  acute  hospitals.  The  system  is  now  over-bedded.  In  the 
State  of  West  Virginia,  by  the  year  2010,  you  are  going  to  have  600 
hospital  beds  for  which  you  have  no  use.  Florida,  by  2010,  after  West 
Palm  Beach  comes  on  stream,  will  have  just  the  number  of  beds  it 
will  need.  I  realize  we  are  in  1993,  but  2010  is  not  far  away  and 
hospitals  are  expected  to  exist  for  40  years  or  80  years,  depending 
upon  how  much  has  been  invested  in  them.  So  you  need  to  be  very 
careful  in  your  authorizations. 

You  would  serve  veterans  better  if  you  moved  towards  outpatient 
facilities  and  nursing  homes.  I  believe  that  as  you  move  to  delegated 
projects  in  the  private  sector,  with  private  sector  standards  which  are 
at  a  guaranteed  maximum  price,  you  will  also  over  the  next  2  years 
be  able  to  save  approximately  200  full-time  equivalent  employees, 
FTEE's,  off  the  VHA  payroll,  which  is  another  saving  to  the  Govern- 
ment. 

My  official  testimony  details  my  comments  to  you  about  consider- 
ing the  eight  projects  and,  as  you  said,  that  statement  will  be  in  the 
record.  I  am  prepared  to  answer  any  questions. 

fThe  prepared  statement  of  Ms.  Quandt  appears  on  page  60. J 

Chairman  ROCKEFELLER.  Thank  you  very  much,  Midge  Quandt. 
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Terry  Grandison. 

STATEMENT  OF  TERRY  GRANDISON,  ASSOCIATE  LEGISLA- 
TIVE DIRECTOR,  PARALYZED  VETERANS  OF  AMERICA 

Mr.  GRANDISON.  Mr.  Chairman  and  members  of  the  Committee,  it 
is  a  pleasure  to  appear  here  today  on  behalf  of  the  Paralyzed 
Veterans  of  America.  Mr.  Chairman,  PVA  clearly  recognizes  the  need 
for  VA  to  maintain  appropriate,  modern  facilities  if  it  is  to  continue 
to  provide  quality  health  care  to  veterans.  With  the  focus  of  today's 
hearing  on  the  major  construction  program  of  VA  we  believe  that  VA, 
and  those  of  us  here  today,  are  faced  with  a  dilemma. 

VA  health  care  system  is  at  a  crossroads  as  the  Nation  attempts 
to  reform  its  health  care  delivery  system.  To  address  what  VA's 
construction  requirements  may  be  in  a  future  reformed  health  care 
system  which  is  as  yet  not  clearly  defined  nor  enacted  is,  at  best,  to 
offer  a  hopeful  guess.  To  predicate  construction  decisions  on  events 
which  may,  or  may  not,  occur  at  some  future  time  poses  a  serious  risk 
to  the  system.  Conversely,  we  know  that  VA  system  has  distinct 
construction  needs  to  operate  effectively  in  today's  health  care 
environment. 

The  proposed  major  construction  initiatives  we  are  addressing 
today  are  necessary  for  VA  to  operate  as  it  is  currently  constituted. 
To  delay  or  eliminate  these  projects  in  anticipation  of  some  future 
event  is  fraught  with  perils,  because  dollars  unspent  or  diverted 
elsewhere  will  not  be  recouped  and  today's  VA  health  care  system  will 
suffer.  That  is  not  to  say  that  all  the  initiatives  proposed  will  be 
exactly  appropriate  in  a  reformed  national  health  care  system. 
However,  PVA  believes  it  is  incumbent  upon  us  to  address  the  system 
as  it  exists  today  and  address  the  construction  requirements  of  that 
existing  system.  Therefore,  I  will  limit  my  comments  to  the  needs  of 
today's  system. 

Mr.  Chairman,  on  the  issue  of  funding,  the  administration's  budget 
request  for  the  major  construction  program  is  $362.3  million.  The 
Independent  Budget  recommended  $426.4  million  over  the  adminis- 
tration's request  for  fiscal  year  1994. 

Currently,  VA's  construction  needs  for  maintenance  and  repair  are 
representative  of  the  desperate  condition  of  VA  facilities  today.  The 
existing  physical  plant,  much  of  which  was  constructed  in  the  1950's, 
is  rapidly  deteriorating.  VA  must  accelerate  renovation,  moderniza- 
tion, and  replacement  of  its  infrastructure  to  meet  the  needs  of  its 
aging  physical  plant.  The  continued  erosion  in  VA  medical  facilities 
severely  restricts  the  quantity  of  care  available  and  severely  endan- 
gers the  quality  of  medical  services  provided  to  the  veteran  commu- 
nity. 

The  problems  causing  this  erosion  are  basically  dollar-driven  and 
dollar-restricted,  without  regard  to  any  proper  long-term  planning 
process.  PVA  entreats  this  Committee  to  support  additional  funding 
of  the  major  construction  program. 

Mr.  Chairman,  VA  created  the  facility  development  planning 
program  in  1987  to  identify  individual  medical  centers'  current  and 
projected  facility  needs.  However,  the  FDPP  has  not  yielded  accurate 
data  in  a  format  VA  can  analyze,  model,  or  update  as  the  system  and 
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the  veteran  population  changes.  The  FDPP  approach  is  costly  and 
construction  projects  are  unduly  protracted. 

Chairman  ROCKEFELLER.  What  was  that  initial  you  used? 

Mr.  GRANDISON.  Sir,  FDPP  stands  for  facility  development 
planning  program.  The  typical  timeline  for  major  construction  from 
design  through  completion  is  10  years.  PVA  recommends  that  an 
outside  party  evaluate  the  FDPP  and  recommend  a  plan  to  imple- 
ment a  simple,  efficient,  and  cost-effective  process.  Such  a  process 
should  profile  each  VA  medical  center's  construction  needs  and  reduce 
the  cost  and  time  required  to  develop  individual  facility  development 
plans.  In  addition,  PVA  urges  a  resumption  of  the  quarterly  VSO  and 
VA  construction  forum  so  that  we  may  appropriately  monitor  progress 
of  much-needed  improvements. 

Mr.  Chairman,  that  concludes  my  testimony.  I  will  be  pleased  to 
answer  any  questions  you  may  have.  Thank  you. 

[The  prepared  statement  of  Mr.  Grandison  appears  on  page  65. J 

Chairman  ROCKEFELLER.  Thank  you  very  much,  Mr.  Grandison. 

If  I  can  just  call  everybody  by  your  first  names.  Midge,  your 
testimony  was,  shall  we  say,  arresting,  caught  the  attention.  Do  you 
include  in  that,  "It's  outrageous  and  there  is  no  planning,"  and,  "It  is 
sort  of  willy-nilly,"  do  you  include  only  the  construction  of  new 
facilities  or  do  you  also  include  some  of  the  repair,  maintenance, 
deferred  maintenance  needs,  et  cetera?  In  some  cases,  you  would 
agree,  that  would  have  to  be — in  other  words,  if  a  water  pipe  system 
is  broken — 

Ms.  QUANDT.  Mr.  Chairman,  in  my  testimony  I  pointed  out  places 
where  dollars  could  be  saved  and  I  said  that  I  hoped  any  saved 
dollars  would  be  spent  on  the  infrastructure.  I  do  not  include  the 
physical  plants  that  need  new  heat  or  water;  I  am  talking  about  the 
eight  projects  that  are  in  the  fiscal  year  1994  budget  request. 

Chairman  ROCKEFELLER.  OK.  But  if  we're  looking  at  the  same  list, 
you  are  saying  in  New  Jersey,  if  it  is  a  new  psychiatric  building,  that 
has  the  second  highest  priority  score  rating. 

Ms.  QUANDT.  What  I  am  saying  about  New  Jersey — and  having 
known  that  hospital  and  its  problems  over  30  years,  that  hospital's 
mission  is  a  specialty  referral  hospital.  It  isn't  going  to  change  either 
under  new  eligibility,  if  VA  ever  makes  up  its  mind  to  a  national 
health  care  plan,  and  whatever  the  White  House  does,  it  is  going  to 
be  a  specialty  psychiatric  hospital.  You  might  as  well  face  that.  But 
what  you  have  to  do  is  go  back  to  VA  and  say  not  at  that  price.  That 
price  is  about  $231,000  a  bed.  What  I  would  like  you  to  say  is  go 
back,  recompute  this,  then  come  in  with  a  design/build  guaranteed 
maximum  price.  Give  it  to  the  private  sector,  tell  them  your  require- 
ments, and  then  have  the  private  sector  do  it.  Wherever  this  has  been 
done  in  VA,  millions  of  dollars  have  been  saved. 

Chairman  ROCKEFELLER.  Guaranteed  maximum  price  design/build? 

Ms.  QUANDT.  Yes. 

Chairman  ROCKEFELLER.  I  understand  each  of  those  words 
separately.  [Laughter.]  Tell  me  what  they  mean  together. 

Ms.  QUANDT.  What  it  means,  and  Mr.  Hunkele  mentioned  it,  they 
take  the  schematics  so  far  and  say  this  is  what  we  need.  What  you're 
asking  for  is  a  chronic  care  psychiatric  building  and  you  want  certain 
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support  services  in  that.  You  say  that  to  a  construction  company  that 
is  accustomed  to  building  hospitals  and  they  know  what  the  stan- 
dards are  in  the  community  or  what  the  private  sector  is  building. 
They  will  come  back — and  you  also  want  to  be  able  to  say  this  is  your 
price,  if  you  go  above  it  you  are  going  to  lose  money.  So  they  will 
come  back  and  give  you  what  will  be  built.  The  reason  it  is  probably 
going  to  be  less  is  it  is  not  built  to  VA  standards,  which  are  extrava- 
gant compared  to  the  private  sector;  it  is  not  built  to  VA  hospital 
building — 

Chairman  ROCKEFELLER.  Could  you  explain  that.  Give  me  some 
examples. 

Ms.  QUANDT.  I  often  say  I'm  part  of  the  problem  because  I  used  to 
be  a  service  chief  who  was  asked  to  state  what  a  ward  clerk  needs  for 
space,  and  so  whatever  is  in  your  persona]  experience,  you  state  that. 
The  standards  for  VA  criteria  for  space  are  empirical;  they  are  the 
best  guess  of  the  person  who  might  be  the  service  chief  at  that  point 
in  time.  If  that  person  came  from  Hopkins  or  Massachusetts  Genera], 
that's  a  lot  different  than  coming  from  Cook  County.  You  have 
extravagant  standards,  you  also  have  criterion  standards  that  are 
built  to  "what  if."  But  the  worse  thing  about  VA  building  program  is 
what  I  call  the  "two  for  one  cake" — the  interstitial  space  which  costs 
anywhere  from  $10  to  $15  more  a  square  foot. 

Chairman  ROCKEFELLER.  You  have  got  to  help  me  with  that  word, 
too. 

Ms.  QUANDT.  All  right.  This  comes  about  because  there  are  those 
who  believe  that  every  part  of  a  hospital  is  high  tech  and  because  it 
is  high  tech  you  have  to  have  your  engineers,  your  plumbers,  or  your 
biomedical  technicians  get  to  the  electronics  and  other  infrastructure 
easily.  So  they  build  a  space  between  each  floor.  It  is  literally  a 
crawlspace  8  to  10  feet  high  on  top  of  each  floor.  San  Diego  VAMC 
patient  care  and  services  are  four  stories  tall,  but  it  is  really  eight 
stories,  due  to  the  interstitial  spaces.  Now,  that  adds  $10  to  $15  a 
square  foot. 

Chairman  ROCKEFELLER.  Can  you  give  me  an  example;  this  is  just 
so  interesting. 

Ms.  QUANDT.  All  right,  laboratory,  radiology—^ 

Chairman  ROCKEFELLER.  In  other  words,  you  have  a  floor  and  then 
you  have  kind  of  a  mini-floor  in  between  so  that  four  floors  become 
eight. 

Ms.  QUANDT.  That's  right. 

Chairman  ROCKEFELLER.  In  some  areas,  obviously,  you  do  need 
high  technology  and  whatever  goes  in  between  those  floors;  in  some 
places  you  don't.  Give  me  an  example  of  where  they  put  it  in  and  they 
don't  need  it. 

Ms.  QUANDT.  You  don't  need  it  over  the  director's  office;  he's  not 
that  high  tech.  [Laughter.]  You  don't  need  it  over  the  fiscal  service 
because  that's  not  that  high  tech.  Housekeeping  isn't  high  tech,  the 
laundry  isn't  high  tech.  VA  has  tended  to  put  everything  into  what 
we  call  the  hospital  envelope.  Pretend  this  pad  of  paper  is  the 
envelope;  VBA  wants  to  come  along  and  they  get  in  there  with  pure 
office  space;  VBA  doesn't  need  interstitial  space  above,  but  in  the 


S-048  0-95-3 


30 

hospital  envelope,  the  VBA  office  space  is  built  to  hospital  standards, 
not  office  space  standards. 

Chairman  ROCKEFELLER.  What  does  interstitial  mean?  You  are 
making  me  feel  really  very  bad.  [Laughter.] 

Ms.  QUANDT.  It  is  that  space  between  floors. 

Chairman  ROCKEFELLER.  Is  that  a  construction  word? 

Ms.  QUANDT.  It  is  a  construction  term,  yes,  for  what  goes  between 
the  actual  caregiving  floors. 

Chairman  ROCKEFELLER.  That's  what  going  to  Harvard  got  me. 
[Laughter.] 

Ms.  QlTANDT.  At  any  rate,  there  are  all  sorts  of  services  that  don't 
need  it.  Only  some  of  your  high  tech  nursing  services  might  need  it, 
the  ICU's.  If  you  have  an  organ  transplant  program,  you  would  want 
it  there  probably.  But  just  a  plain  primary  care  medical/surgical  ward 
does  not  require  that  kind  of  sophistication. 

Chairman  ROCKEFELLER.  I  understand.  Now  let  me  follow  on,  and 
Dave  and  Terry,  you  just  come  in  at  any  point  you  want  to  on  this. 
Let's  take  a  comparable  commercial  hospital.  It  is  ironic  because  in 
one  sense  VA  delivers  health  care  for,  in  some  instances,  30  percent 
less  than  does  the  non-VA  health  care  system.  You're  nodding.  Maybe 
you  don't  agree  with  that,  but  you  are  certainly  not  agreeing  on  the 
basis  of  the  construction.  Would  private  hospitals  or  non-VA  hospi- 
tals, when  their  architects  go  into  this,  would  they  do  it  in  a  different 
way  and  do  they  do  it  in  a  different  way?  Can  you  take  me  to  the 
average  VA  hospital  that  has  been  built  recently  or  maybe  a  long 
time  ago  and  show  me  this  interstitial  phenomenon  or  something 
comparable  on  a  pretty  regular  basis? 

Ms.  QUANDT.  Ever  since  we  built  the  San  Diego  Hospital,  VA 
building  program  has  included  interstitial  space.  That  was  Syd 
Luckman's  contribution  to  our  construction  program. 

Chairman  ROCKEFELLER.  He  was  a  quarterback. 

Ms.  QUANDT.  Yes,  I  know,  but  he  also  went  into  architecture. 
[Laughter.] 

Chairman  ROCKEFELLER.  OK.  I  am  just  trying  my  best  to  learn. 
[Laughter.] 

Ms.  QlTANDT.  Every  hospital  since  then  has  been  built  in  an 
envelope  with  that  space.  The  one  that  I  think  is  beautiful  because  it 
covers  7.5  acres  is  Minneapolis.  It  also  is  twice  as  high  as  it  needs  to 
be  and — 

Chairman  ROCKEFELLER.  So  you  are  saying  this  is  a  pattern  which 
is  not  randomly  carried  out  at  each  new  facility.  This  is  sort  of  set 
into  the  way  it  is  done,  going  back  for  how  many  years?  When  was 
San  Diego? 

Ms.  QUANDT.  San  Diego  was  built  about  20  years  ago,  I  believe.  At 
any  rate,  if  you  went  to  Mt.  Sinai  Hospital  in  New  York,  I  am  sure 
you  would  find  that  their  new  building  does  have  interstitial  space  in 
it  because  it  is  high  tech,  such  as  state-of-the-art  chemotherapy.  If 
you  were  to  look  at  the  Washington  Hospital  Center,  Georgetown 
Hospital,  or  George  Washington  Hospital,  you  are  not  going  to  find  it 
there.  When  you  have  to  raise  bonds  or  raise  money  or  get  it  out  of 
your  revenue,  you  are  not  going  to  waste  the  $15  a  square  foot. 
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Chairman  ROCKEFELLER.  They  are  going  to  look  for  stuff  like  that, 
yes. 

Kim,  do  you  want  to  reply? 

Mr.  BEASLEY.  I  agree  with  Midge.  She  has  cited  an  example  of  a 
policy  that  has  been  established  by  VA  to  use  that  type  of  system. 
Clearly,  there  is  an  application  for  interstitial  space.  But  to  make  a 
determination  that  it  is  an  appropriate  technology  for  every  instance 
where  you  design  and  construct  a  VA  medical  facility  is  inappropri- 
ate. I  think  that  the  interstitial  space  idea  was  developed  back  in  the 
1970's,  when  the  life  cycle  cost  was  a  buzz  word.  How  do  we  look  at 
the  cost  of  the  building  over  time?  The  first  costs  are  one  thing  but, 
as  one  modifies  a  medical  center  over  time,  the  interstitial  space 
would  allow  a  contractor  to  work  above  in  interstitial  space  without 
disrupting  work  on  the  actual  floor  where  medical  delivery  is  given. 

Chairman  ROCKEFELLER.  But,  in  general,  you  are  agreeing? 

Mr.  BEASLEY.  Absolutely. 

Chairman  ROCKEFELLER.  Fascinating.  Do  we  do  things  like  put  in 
"Buy  American"  clauses  or  other  things  that  we  mandate  that  would 
cause  this  to  happen  in  Government? 

Mr.  BEASLEY.  Sure. 

Chairman  ROCKEFELLER.  What  kinds  of  things  are  those?  Dave,  or 
any  of  you,  kick  in. 

Mr.  BAINE.  As  far  as  I  know,  this  is  a  way  that  VA  has  designed 
these  facilities  for  15  or  20  years.  I  would  guess  that  if  I  were  to  go 
back  home  to  Pennsylvania  and  look  at  the  regional  hospital  in  my 
home  town,  you  would  not  find  that.  In  fact,  I  did  that  and  there  is 
no  such  thing  there  except  over  the  high  specialty  areas,  as  Midge 
said. 

Chairman  ROCKEFELLER.  What  are  some  examples  of  either  laws, 
customs,  or  things  which  we  impose  on  VA  system  which  precludes 
them  from  making  other  decisions  than  these  interstitial;  or,  are  you 
saying  we  do  some  but  not  that  much? 

Ms.  QLTANDT.  I  calculated  when  I  was  testifying  for  the  House  that 
there  are  probably  16  Federal  requirements  on  construction  that  VA 
is  forced  to  meet,  and  one  of  them  is  "Buy  American."  If  you  assume 
that  steel  from  Japan  or  Venezuela  or  elsewhere  is  cheaper  than  U.S. 
steel,  you  are  forcing  a  cost  into  VA  construction. 

Chairman  ROCKEFELLER.  That's  no  longer  true,  incidentally.  But 
I  do  understand  your  point.  How  else  do  we  make  it  difficult  in 
Congress?  What  do  we  legislate  which  causes — and,  incidentally,  is 
it  just  VA?  DOD  has  hospitals;  do  they  do  the  same  thing?  Do  they 
have  interstitial  problems? 

Ms.  QUANDT.  They  are  much  more  judicious  in  their  use  of 
interstitial  space. 

Chairman  ROCKEFELLER.  Why?  Speculate.  Is  this  a  culture  in  VA, 
is  this  because  House  and  Senate  Veterans'  Affairs  Committee 
Chairmen  want  golden  stethoscopes  everywhere?  What  is  this? 

Ms.  QUANDT.  I  think  one  reason  is,  as  far  as  I  am  concerned,  the 
military  does  not  have  as  many  affiliated  teaching  hospitals  as  we  do, 
and  therefore  they  don't  have  as  many  of  what  we  used  to  call 
tertiary  facilities. 

Chairman  ROCKEFELLER.  That's  a  point. 
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Mr.  LlNZ.  Senator,  it  is  my  understanding  that  DOD  just  recently 
opened  their  first  hospital  with  interstitial  space.  That  hospital  is  the 
replacement  medical  center  at  Travis  Air  Force  Base.  They  are  very 
pleased  with  that  facility.  I  don't  know  whether  the  interstitial  space 
goes  over  the  director's  office  or  not.  [Laughter.J 

Chairman  ROCKEFELLER.  Senator  Akaka,  you  enter  at  any  time, 
sir,  that  you  have  questions  or  anything.  We're  just  freewheeling. 

Mr.  BAINE.  I  think  historically — and  I  don't  know  that  I  could 
prove  this  on  a  case-by-case  basis — but  the  medical  portion  of  the 
military  construction  program  competes  with  a  whole  variety  of  other 
types  of  military  construction.  Therefore,  they  have  been  forced  to 
take  pretty  hard  looks  at  the  individual  projects  that  they  are 
proposing  to  the  Congress  because  they  are  only  going  to  get  a  piece 
of  what  the  military  construction  subcommittee  gives  them.  They 
have  had  to  do  some  things  that  probably  they  didn't  want  to  do  in 
designing  and  building  their  facilities  that  VA  has  not  had  to  do. 

Chairman  ROCKEFELLER.  Is  this  Congress'  fault  or  is  this  VA's 
fault?  Is  there  some  culture  that  has  been  at  work  in  VA  for  the  20 
years  that  causes  this  to  happen  only  there? 

Ms.  QUANDT.  I  think,  sir,  when  you  look  at  the  fact  that  construc- 
tion, just  before  it  was  transferred  to  VHA,  construction  management 
had  more  FTEE  than  the  medical  program  had;  you  have  a  bureau- 
cracy that  has  to  sustain  itself.  Therefore,  it  goes  right  along,  does  all 
this  planning,  and  there  have  not  always  been  opportunities  for 
Central  Office  staff  in  the  medical  department  to  say,  hey,  hold  up, 
that's  wrong.  They  might  get  the  chance  too  late  and  everyone  is 
sensitive  to  the  cost  of  change  orders.  It  is  a  culture  that  has  existed. 

Chairman  ROCKEFELLER.  Now,  Kim,  I  spend  a  lot  of  time  in 
hospitals  because  of  my  health  care  interests  and  it  is  very  interest- 
ing to  see  the  change  in  architectural  patterns  in  hospitals  as 
technology  develops.  For  example,  in  children's  hospitals  today,  as 
opposed  to,  let's  say,  10  or  12  years  ago,  things  are  quite  different. 
The  architecture  of  a  hospital  has  to  be  one  of  the  most  complex 
things  to  design  anywhere.  It  would  sort  of  be  like  doing  the  New 
York  Stock  Exchange  or  something;  really,  really  complex  stuff 
because  you  have  got  to  anticipate.  A  hospital  architect  doing  a  VA 
hospital  would,  it  would  seem  to  me,  would  know  what  to  do.  Now 
Midge  is  saying  that  something  comes  in  called  a  culture  or  too  many 
full-time  equivalents,  and  that  causes  the  good  sense  of  an  architect — 
I  mean,  an  architect  knows  what  to  do.  What  is  this  that  happens? 

Mr.  BEASLEY.  My  experience,  Senator,  and  my  understanding  of 
that  process  is  that,  by  and  large,  Midge  is  correct.  At  one  time  there 
were  architects  within  the  FTE  staff  that  actually  designed  buildings. 
That  was  phased  out,  and  for  good  reasons.  When  architects  in  the 
private  sector  were  selected  and  brought  on  board  to  design  a  facility 
for  VA,  they  were  given  a  stack  of  information,  including  specifica- 
tions and  details  and  procedures  and  instructions  that  they  must  use 
the  interstitial  space  type  of  a  system.  So  to  a  certain  extent,  I 
suppose  you  are  correct  that  it  is  a  culture. 

Now,  I  am  not  badmouthing  interstitial  space,  because  I  think  it 
was  a  concept  that  VA  pioneered  with  Luckman  and  there  are  some 
good  things  about  it.  Midge's  point  is  correct,  though,  that  you  have 
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to  be  judicious  about  how  you  apply  that  innovation  and  not  just 
apply  it  across  the  board. 

Chairman  ROCKEFELLER.  Is  there  a  review  at  some  point?  I  would 
assume  that  once  the  architect's  contract,  whatever,  has  been  done, 
there  is  a  review  process  before  VA  says  go  ahead.  Does  that  exist? 

Mr.  BEASLEY.  There  is,  but  you  won't  find  a  private  architect  that 
will  take  exception  to  a  Federal  department's  instruction.  After  all, 
if  the  project  is  more  expensive,  his  fee  is  a  percentage  of  that,  why 
would  it  be  in  his  best  interest  to — 

Chairman  ROCKEFELLER.  No,  that's  a  good  answer.  But  going  back 
to  what  is  the  relationship  between  so-called  FTE's  and  the  need  to 
produce  something  which  is  clearly  going  to  be  more  expensive  than 
necessary — that  being  your  premise.  Why  would  a  VA  culture 
necessarily  produce  that?  I  didn't  ask  that  right,  but  you  understand. 

Mr.  BEASLEY.  I  do  understand  what  you  mean.  PVA  still  maintains 
that  there  are  significant  improvements  that  can  occur  in  the  VA 
system.  We  have  felt  for  many  years,  and  still  do  to  a  certain  extent, 
that  some  of  the  design  standards  and  direction  for  design  are  not 
that  complex,  in  the  sense  that  they  are  sophisticated.  They  are 
complex  in  the  sense  that  sometimes  they  are  outmoded,  details  are 
not  current,  and  the  procedure  for  getting  through  the  process  of 
planning/design  is  so  complicated  that  they  need  FTE  to  guide  them 
through.  I  have  heard  VA  employees  say,  "I've  had  to  hold  the 
architect's  hand  through  the  process."  That  is  not  because  they 
weren't  very  smart;  it  was  because  the  system  was  very  complicated, 
very  circuitous. 

Chairman  ROCKEFELLER.  Yes,  Midge. 

Ms.  QUANDT.  I  think,  in  fairness,  it  needs  to  be  said  that  in 
Congress,  both  Committees  on  Veterans'  Affairs  have  been  very 
generous. 

Chairman  ROCKEFELLER.  That's  not  a  loving  statement,  as  I  heard 
you.  fLaughter.J 

Ms.  QUANDT.  Yes,  it  is  a  loving  statement.  The  Committees  have 
been  very,  very  generous.  But  what  happened  is  as  the  cost  of  care, 
the  technological  sophistication,  and  the  degree  of  illness  of  the 
patients  went  up,  dollars  did  not  keep  up  on  the  medical  care  side.  So 
now  you  have  a  system  in  a  deficit  era  in  which  you  have  got  to  give 
up  something  to  keep  the  people  alive.  So  it  reaches  the  point  you  can 
either  fund  big  buildings  or  you  can  fund  direct  patient  care.  That  is 
the  choice  that  has  to  be  made. 

Chairman  ROCKEFELLER.  I  really  agree  with  that.  In  a  sense  what 
you  are  really  saying  is  that  back  in  the  1960's  and  1970's  and  maybe 
even  in  the  1980's,  when  there  was  lots  of  money  around,  it  was  easy 
to  do  and  you  would  accommodate  a  colleague.  That  if  Senator  So- 
and-So  wanted  this  or  Representative  So-and-So  wanted  that,  you 
kind  of  did  it.  We're  paying  a  horrendous  price  for  that  now,  no 
matter  what  a  person's  position,  unless  that  can  be  justified  on  the 
basis  of  extremely  hard  analysis;  it  should  not  be  done  regardless  of 
whose  feelings  get  hurt.  Really,  you  are  talking  about  a  congressional 
culture  more  than  a  VA  culture.  But  Midge,  why  didn't  you  tell  me 
that?  [Laughter.]  Here  I  have  been  talking  to  you  for  15  or  20 
minutes.  I  can  take  the  truth.  So  you  are  really  suggesting  it  is  more 
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pressure  from  us  to  which  VA  is  reacting,  because  it  doesn't  dare  say 
we're  not  going  to  do  this,  you  people  are  trying  to  shove  something 
down  our  throat. 

Ms.  QUANDT.  That's  part  of  it.  But  there  are  also  people  in  VA  who 
believe  that  Congress  will  give  them  anything  they  request. 

Chairman  ROCKEFELLER.  Based  upon  good  proof  and  experience. 

Mr.  BAINE.  Mr.  Chairman. 

Chairman  ROCKEFELLER.  Please.  And,  Terry,  you  kick  in  anywhere 
you  want. 

Mr.  GRANDISON.  OK. 

Chairman  ROCKEFELLER.  Are  you  an  architect,  Terry? 

Mr.  GRANDISON.  No,  sir. 

Chairman  ROCKEFELLER.  OK. 

Mr.  BAINE.  I  am  not  either.  But  one  of  the  things  that  we've 
noticed  as  we've  done  various  projects  on  VA  construction  is  the 
influence  that  the  medical  community  in  VA  has  on  the  construction 
process  and  the  extent  to  which  that  helps  shape  what  comes  out  at 
the  other  end  in  terms  of  a  project  proposal.  There  is  a  sense,  and, 
again,  I  can't  document  the  whole  thing,  but  there  is  a  sense  that 
these  people  feel  like  they  have  a  one-time  shot  at  getting  a  major 
construction  program.  Therefore,  they  want  to  put  into  that  construc- 
tion as  much  as  they  can,  because  their  turn  is  not  going  to  come  up 
again  for  a  long  time.  That,  in  turn,  ends  up  having  excess  capacity 
put  on  the  ground  and  buildings  built,  as  Midge  says.  Sooner  or  later, 
you  end  up  with  staffing  problems,  and  then  from  an  operational 
standpoint  you  have  a  lot  of  these  issues  that  arise  as  to  what  extent 
are  people  being  treated  fairly  and  equitably — 

Chairman  ROCKEFELLER.  Dave,  that's  a  very  good  point.  I  have 
people  coming  up  to  me  in  West  Virginia,  and  now  presumably  they 
will  come  from  more  places,  saying,  boy,  we  really  have  got  to  have 
a  wing  on  here  and  we  have  got  to  do  more  of  this  or  that,  with 
almost  the  assumption  that  because  it  is  the  Veterans'  Affairs 
Committee,  or  whatever,  that  it  can  be  done  because  what  a  Senator 
or  a  Congressman  wants  to  get  done,  if  they  fight  hard  enough  and 
they  are  skillful  enough,  they  can  get  it  done.  That  does  happen.  That 
happens  to  Dan,  that  happens  to  me,  it  happens  I  am  sure  to  Frank. 
Although,  interestingly,  Frank  is  in  a  sense  resisting  in  Alaska,  which 
is  very  admirable. 

So  how  would  you  suggest,  any  of  you,  that  we  both  be  responsible 
to  the  legitimate  repairs  and  needs  of  health  care  and — I  mean,  we 
can't  abolish  the  past.  In  other  words,  Midge,  let's  assume  you're 
right  for  the  moment,  the  buildings  are  up  there,  the  interstitial 
phenomenon  has  poked  into  the  skyline,  what  do  we  do  about  this? 

Mr.  BAINE.  My  sense  is,  Mr.  Chairman,  and  I  don't  think  anybody 
sitting  at  this  table  or  anywhere  else  has  a  major  problem  with  the 
maintenance  of  the  infrastructure  that  is  on  the  ground  now.  The 
distinction  that  I  think  is  important  to  point  out,  with  all  the 
uncertainties — pending  health  reform,  eligibility  reform,  and  whether 
it  is  going  to  increase  or  decrease  the  demand  for  VA  care,  and 
whether  VA  is  going  to  be  a  competing  health  care  plan,  and  so 
forth — the  distinction  that  is  perhaps  important  to  make  is  are  we 
talking  here  about  building  new  capacity  or  are  we  talking  about 
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maintaining  and  improving  the  capacity  that  we  have.  I  would  be 
interested  to  hear  Ms.  Quandt's  views  and  Terry's  views  about  that. 

Chairman  ROCKEFELLER.  Oh,  I  know  her  response. 

Mr.  BAINE.  But  that  seems  to  me  to  be  a  very  important  distinc- 
tion, particularly  this  year,  until  we  see  how  some  of  these  things 
unfold  and  we  see  where  VA  is  going  to  fit  into  this  thing. 

Chairman  ROCKEFELLER.  It  is  interesting  that  I  think  one  of  the 
reasons  that  this  gets  done  so  often  in  Congress,  and  why  the 
American  people  then  start  talking  about  pork,  is  that  it  is  because 
we  always  talk  in  public,  and  therefore,  we're  always,  so  to  speak, 
under  constant  review  by  our  constituents.  It  is  a  very  interesting 
thought — I  have  no  idea  if  it  is  legal.  Since  I  am  not  a  lawyer,  I  don't 
care.  [Laughter.!  If  we  could  get  the  VA  folks  who  do  this,  this  last 
panel  and  others  who  do  that,  get  veterans  service  organizations — I 
mean,  after  all,  veterans  service  organizations  are  often  pushing  very 
hard  for  things  to  happen;  get  us  who  are  politically  elected — and, 
obviously,  Dan,  you  and  I  deserve  to  be  reelected,  as  does  Frank, 
right?  We  all  know  that — but  if  we  could  get  ourselves  in  a  private 
room  somewhere  and  actually  put  this  stuff  down  and  have  some  of 
you  challenge  what  we  are  saying  and  make  us  deal  with  that,  so  that 
regardless  of  whether  somebody  was  chairman  of  a  committee  or 
served  on  an  Appropriations  Committee,  all  this  comes  out,  and  if  we 
really  prioritize  in  an  intelligent  way,  that  could  be  quite  useful, 
couldn't  it? 

Mr.  GRANDISON.  Yes,  it  could.  Mr.  Chairman,  I  would  like  to  make 
a  point  that  was  raised  in  the  GAO  report  of  February  1993.  In  that 
report,  it  stated  that  VA's  prioritizations  in  identifying  construction 
projects  were  reasonable.  That  issue  is  central  to  this  discussion  and 
PVA  asserts  that  it  is  not  reasonable.  The  process,  the  methodology 
that  VA  uses  is  not  reasonable.  In  my  testimony,  I  discussed  the 
facility  development  planning  program,  FDPP.  FDPP  was  established 
to  gather  systemwide  data  to  help  VA  identify  construction  and 
planning  areas.  This  plan  does  not  work  efficiently;  it  needs  to  be 
reevaluated  by  an  outside  source.  If  your  system  for  planning  is 
flawed,  the  end  product  is  going  to  be  expensive,  protracted,  and 
brings  us  to  this  very  discussion.  Kim  can  expound  on  the  technical 
points  of  this,  but  that's  the  central  issue.  Where  is  the  planning  for 
the  existing  system?  The  existing  system  has  to  have  a  cogent 
program  to  identify  accurately  where  maintenance  is  needed,  where 
construction  projects  are  needed,  and  planning  cannot  be  based  on 
wishful  thinking. 

Chairman  ROCKEFELLER.  Let  me  ask  a  naive  question.  Dave  or 
Midge  or  anybody  who  wants  to  answer,  when  the  construction  people 
in  VA  do  their  work  and  then  the  health  care  service  delivery  people 
within  VA  do  their  work,  do  they  talk  to  each  other?  Let  me  give  my 
predicate.  I  remember,  Senator  Akaka,  the  last  couple  of  years  I  was 
Governor  of  West  Virginia.  Governors  fly  around  and  they  dedicate 
projects  and  I  got  so  sick  of  doing  that  and  stopped  doing  it,  because 
if  you  came  in  on  a  helicopter  to  cut  a  ribbon,  it  almost  meant  by 
definition  that  what  you  were  doing  was  ridiculous.  [Laughter. I  I 
mean,  a  reasonable  person  comes  in  with  a  pair  of  scissors  and  clips 
something.  So  the  whole  concept  of  facilities  versus  health  care,  you 
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might  make  the  point  that  the  people  could  get  really  angry  out  there 
because  you  are  dedicating  some  new  facility,  when  what  that  is 
doing  is  taking  money  directly  away  from  veterans'  health  care.  That 
may  be  the  issue  for  the  1990's  in  a  scarce  budget.  Now,  do  these 
folks  talk  with  each  other? 

Mr.  BAINE.  Could  I  make  two  comments  in  response  to  your 
remarks?  I  think  the  Office  of  Facilities  and  the  VHA  folks  have 
always  talked  to  each  other.  They  are  now  within  the  same  organiza- 
tion as  a  result  of  a  reorganization  a  year  or  so  ago.  The  question  is, 
and  this  gets  to  Terry's  comment  about  whether  the  prioritization 
methodology  is  reasonable,  it  is  reasonable  at  a  certain  level.  The 
difficulty  is  that  what  the  Committees  see  as  the  output  of  that 
process  is  not  always  the  same  as  the  projects  that  come  up  in  the 
priority  methodology,  and  there  are  a  whole  lot  reasons  for  that. 

Chairman  ROCKEFELLER.  And  what  are  they? 

Mr.  BAINE.  Some  of  them  are  the  influence  of  the  VHA  personnel, 
some  of  them  are  because  of  political  reasons.  If  you  were  to  take  the 
projects  in  the  prioritization  methodology  over  a  5-  to  10-year  period 
and  see  what  ended  up  in  the  budget,  you  would  find  some  significant 
differences.  So,  Terry,  we  looked  inside  the  prioritization  methodology 
and  from  a  methodological  standpoint  it  makes  sense.  The  difficulty 
is  with  what  comes  out  of  the  thing.  What  comes  to  you  folks  is  not 
always  the  results  of  the  methodology. 

Chairman  ROCKEFELLER.  Now,  Dave,  you  are  withholding 
something,  it  seems  to  me,  in  your  tact  and  delicacy.  In  other  words, 
if  a  process  starts  out  right  and  if  the  health  care  people  and  the 
construction  people  are  talking  with  each  other,  and  the  health  care 
people  want  the  best  health  care  and  they  know  they  have  got  to  have 
appropriated  dollars  every  year,  so  they  have  to  fight  for  every  darn 
dollar  they  get,  then  they  have  to  have  a  very  severe  and  hopefully 
very  sophisticated  view  of  money  being  wasted,  if  that's  the  case,  on 
construction.  Now,  you  are  saying  they  talk  to  each  other.  So  that 
ought  to  be  a  pretty  pure  process.  There  would  be  some  very  lively 
discussions  and  late  nights  in  the  Department  of  Veterans  Affairs, 
but  you  have  said  that  takes  place. 

Mr.  BAINE.  It  is  our  understanding  that  took  place  before  the 
reorganization  and  certainly  it  takes  place  now.  But  the  question 
from  a  technical  standpoint  is  who  is  one-up  in  this  whole  thing.  Are 
the  doctors  and  the  medical  people  who  run  the  medical  centers  or — 

Chairman  ROCKEFELLER.  You  answer  me;  who  is? 

Mr.  BAINE.  My  own  sense  is,  and  I  don't  have  any  empirical 
evidence,  but  my  sense  is  the  medical  community  has  a  terrific 
amount  of  influence  on  this  entire  process. 

Chairman  ROCKEFELLER.  Why  would  the  medical  community  push 
for  interstitial  spaces,  four  floors  to  eight?  The  money  to  cause  that 
unnecessary,  if  it  is,  expense  comes  right  out  of  veterans  health  care. 

Mr.  LlNZ.  We're  referring  to  VHA  having  too  much  influence  over 
the  number  of  beds  that  get  put  into  the  facilities.  In  one  instance  we 
looked  at,  there  were  30  surgery  beds  going  into  a  facility,  and  based 
on  input  from  the  Veterans  Health  Administration,  they  were  going 
to  put  in  eight  surgical  suites.  We  have  done  a  number  of  jobs  over 
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the  years  that  basically  said  one  surgery  suite  should  be  enough  for 
30  beds. 

Chairman  ROCKEFELLER.  Interesting.  And  is  it  in  the  commercial 
world?  In  the  commercial  world,  that  is  the  way  it  would  be  done? 

Mr.  BAINE.  One  for  25  or  one  for  30. 

Chairman  ROCKEFELLER.  Yes.  OK. 

Mr.  LlNZ.  And  the  need  has  probably  declined  since  we  did  our 
earlier  work,  because  of  the  increased  emphasis  on  outpatient 
surgery. 

Chairman  ROCKEFELLER.  That's  like  saying  that  the  surgeons  in 
the — I'm  really  trying  to  get  this  thing  straight,  because  it  seems  to 
me  in  a  tight  budgetary  world  that  the  veterans  health  care  people 
must  understand  that  everything  that  does  go  to  interstitial  space 
doesn't  go  to  where  they  need  to  be  doing  things — stitching  patients, 
or  the  delivery  of  medical  services,  or  paying  nurses,  or  keeping 
physicians,  or  doing  research — all  of  those  things  which  health  care 
professionals  also  care  about  and  which  are  always  under  assault 
under  the  budget.  What  happens  in  this  psychology,  in  this  culture, 
that  causes  them  to  shift  to  "I  have  got  to  have  eight  suites"?  These 
are  the  same  people  who  are  complaining  about  the  lack  of  nursing 
care  or  the  salaries  of  nurses  or  are  screaming  about  the  fact  that  the 
present  administration's  budget  cuts  out  health  care  research.  What 
goes  on  here? 

Mr.  LlNZ.  The  individual  medical  center  director  doesn't  really  have 
to  worry  about  how  much  is  spent  on  construction.  That  is  not  coming 
out  of  their  budget.  So  they  have  the  incentive  to  get  everything  they 
can  in  that  one  project. 

Mr.  BAINE.  I'm  not  sure,  Mr.  Chairman,  that  you  can  lay  intersti- 
tial space  off  on  the  doctors.  These  folks  are  much  more  expert  at  that 
than  I  am,  but  our  point  is  that  the  perceived  requirements  and 
needs  of  the  medical  center  are,  to  a  large  extent,  provided  by  VA 
medical  community.  When  you  have  eight  surgical  suites  for  30 
surgical  beds,  that  comes,  I  believe,  from  the  medical  people.  That's 
a  little  different  than  interstitial  space. 

Mr.  GRANDISON.  The  point  I  would  like  to  make,  Mr.  Chairman,  is 
that  PVA  does  not  deny  that  positive  results  do  sometimes  come  out 
of  flawed  developmental  plans.  What  PVA  puts  forth  is  the  need  for 
VA  to  allow  private  sector  organizations  or  companies  to  prioritize  or 
do  the  actual  facility  development  planning  from  the  outside  in  order 
to  assess  what  the  needs  are.  You  have  to  know  what  your  needs  are. 
Currently,  VA  has  no  method  of  prioritizing  its  national  construction 
needs.  Kim  may  want  to  comment  on  that  further.  Currently,  each 
VA  facility  hospital  basically  gives  its  plans,  its  needs,  and  then  this 
is  brought  together  in  the  aggregate.  But  there  is  no  analysis.  You 
cannot  base  a  national  system  on  the  simple  summation  of  hospital 
Y  needs  this  and  hospital  Z  needs  this,  and  here's  our  plan.  There  has 
to  be  some  thorough  analysis  of  exactly  what  is  needed  systemati- 
cally. And  the  current  methodology  used  today  does  not  meet  those 
requirements. 

In  1985,  Booz  Allen  &  Hamilton  completed  a  comprehensive  study 
of  VA's  organizational  procedures  for  constructing  health  care 
facilities.    Although    some    of  those    recommendations   have    been 
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followed,  there  remain  systemic  problems.  We  have  recommended  in 
our  last  testimony  before  the  House  Committee  on  Veterans'  Affairs 
that  VA  review  that  recommendation  once  again  and  really  follow  it 
and  utilize  those  recommendations. 

Chairman  ROCKEFELLER.  Senator  Akaka,  I  keep  saying  interrupt 
any  time,  but  I  am  just  such  a  barrage  I  am  not  sure  that  you  think 
I  mean  that.  If  you  have  questions,  please  interrupt  at  any  time. 

Kim,  do  you  want  to  add  to  that? 

Mr.  BEASLEY.  PVA's  problem  with  the  prioritization  methodology, 
and  the  reason  why  we  disagree  with  the  GAO  study  on  that  point, 
is  there  is  a  fundamental  flaw  in  that  methodology.  You  are  ranking 
and  scoring  solutions.  How  do  you  know  that  list  of  projects  is  a 
representation  of  need?  If  it  is  up  to  the  medical  centers  to  put 
together,  and  if  the  scoring  is  based  on  how  clever  you  attach  a  name 
to  the  project,  you  can  imagine  how  clever  they  can  be  in  putting 
together  any  number  of  different  projects  and  any  number  of 
combinations  to  see  what  scores  they  come  up  with. 

Chairman  ROCKEFELLER.  Let  me  ask  you,  in  an  average  private 
hospital  in  this  country,  does  the  medical  staff  participate  in  the 
architectural  planning?  I'm  sure  they  do,  don't  they? 

Mr.  BEASLEY.  Absolutely. 

Chairman  ROCKEFELLER.  Tell  me  what  the  difference  is. 

Mr.  BEASLEY.  In  private  sector  they  are  competing  for  patients  and 
so  they  are  being  driven  by  a  whole  other  set  of — 

Chairman  ROCKEFELLER.  Yes,  but  you  also  have  got  boards  of 
directors  who  are  mostly  men  and  they  are  exercising  all  kinds  of 
macho  instincts  and  they  want  to  make  sure  that  they  beat  the 
hospital  on  the  other  side  of  the  city.  There  is  a  whole — 

Mr.  BEASLEY.  And  there  is  a  certificate  of  need  process  and  that 
type  of  thing. 

Chairman  ROCKEFELLER.  No,  I'm  saying  the  opposite  point.  I  am 
saying  that  in  private  hospitals  you  get  some  fat  cat  from  New  York 
City  who  is  chairman  of  the  board,  and  he  says  I'm  going  to  have 
everything  and  I  am  going  to  have  much  more  than  that  guy  does 
across  town.  You  know  the  way  it  works. 

Mr.  BEASLEY.  Sure. 

Chairman  ROCKEFELLER.  So  there  is  a  culture  out  there  in  the 
private  sector  too  which  calls  for  more  than  is  necessary. 

Mr.  BEASLEY.  That's  correct. 

Chairman  ROCKEFELLER.  But  it  is  not  correct  because  you  are 
saying  this  doesn't  happen  as  much  in  the  commercial  world. 

Mr.  BEASLEY.  I  think  what  is  different  about  VA  system  is  you 
have  171  medical  centers  and  they  all  draw  from  one  pot  of  money. 
So  those  who  are  charged  to  administer  that  national  program  have 
to  be  very  judicious  in  how  they  look  at  the  pot  of  money.  If  these  are 
my  kids  out  there,  which  ones  am  I  going  to  feed  tomorrow  and  how 
do  I  determine  which  one  didn't  get  fed  yesterday.  It  is  a  whole 
different  problem  in  that  sense.  It  is  a  big  system  of  medical  care 
delivery  as  opposed  to  an  individual  private  hospital. 

Chairman  ROCKEFELLER.  Midge? 

Ms.  QUANDT.  Mr.  Chairman,  I  am  not  sure  I  agree  with  you  totally 
on  the  private  sector.  That  might  have  been  true  15  years  ago,  but 
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not  today.  If  you  consider  the  city  of  Newington,  CT,  for  at  least  20 
years  it  has  had  a  consortium  of  hospitals  and  those  hospitals  carved 
up  the  market.  Oddly  enough,  our  VA  hospital  was  in  that  consortium 
and  there  were  decisions  as  to  how  it  could  function  and  what  its  role 
would  be  compared  to  the  rest  of  the  private  sector  in  the  Newington 
area.  If  you  look  at  any  other  private  sector  hospitals  today,  you  will 
find  out  that  they  are  niche  marketing  and  they  are  not  all  going  to 
have  the  same  thing.  Certainly  as  high  tech  has  come  along  with  CAT 
scans,  MRI's,  they  all  know  they  can't  have  it  all.  Hospitals  are  now 
apt  to  buy  those  as  a  consortium. 

I  think  the  problem  with  VA  and  what  it  comes  forward  with  are 
many  things.  Right  now,  every  project  you  have  in  fiscal  year  1994  is 
based  on  the  1980  census  and  its  projection  of  veterans.  You  have 
some  inaccurate  figures  because  the  1990  census  has  considerable 
changes  in  certain  States.  Florida  increased  30  percent  beyond  the 
1980  Census  veterans'  projections.  Secondly,  the  facility  development 
plan  is  a  waste  of  money.  PVA  is  right  that  it  gives  you  bad  data  and 
you  are  paying  anywhere  from  $30  to  $50  million  for  that.  You  might 
as  well  stop  them  until  the  information  systems  are  more  accurate. 

Chairman  ROCKEFELLER.  That's  fascinating.  So  we  are  paying 
money  to  get  bad  information. 

Ms.  QUANDT.  Private  consultants  come  in  and  do  that  FDP  for  you. 
They  might  say,  would  you  like  to  start  this,  and  I  may  never  have 
thought  about  it  but  I  might  put  it  in  the  FDP  plan.  So,  one,  the  FDP 
process  is  flawed;  it  is  data  extravagant;  it  drives  people  in  the  field 
crazy.  The  next  thing  is  the  prioritizing  which  has  been  slanted 
towards  acute  medicine  and  surgery,  not  necessarily  slanted  in  the 
weighting  towards  what  I  call  the  longer-term  sustained  care  that 
veterans  are  beginning  to  require.  Therefore,  it  has  been  very  difficult 
to  move  projects  up  that  match  veterans'  needs.  You  have  all  those 
problems  within  the  system. 

Chairman  ROCKEFELLER.  Midge,  before  I  yield  to  Senator  Akaka, 
having  said  all  of  this,  as  I  understand  your  testimony,  you  approve, 
with  some  conditions  attached,  all  but  one  of  the  requested  projects? 

Ms.  QUANDT.  I  am  essentially  telling  you  to  send  them  back  to  be 
recomputed  to  find  out  if  the  information  is  right.  I  am  saying  flat  out 
don't  take  Elmendorf,  Anchorage,  at  $638,000  a  bed  in  a  primary  care 
hospital.  That's  a  waste  of  money.  But  on  all  of  the  others,  I  think 
there  is  a  need  for  Tuskogee,  and  I  will  say  there  is  a  need  for  that 
Baltimore  nursing  home  if  it  is  built  to  private  sector  standards, 
which  will  be  about  $40,000  a  bed  instead  of  $120,000  a  bed.  I  concur 
on  Baltimore  because  I  have  had  to  sit  at  VA  and  try  to  get  nursing 
home  patients  into  nursing  homes  as  far  north  as  Philadelphia  and 
as  far  south  as  Roanoke,  and  there  are  not  enough  nursing  home  beds 
around  here.  So  I  can  see  a  need  for  that,  but  the  hospitals  need  to 
be  recomputed. 

Chairman  ROCKEFELLER.  Terry,  you  are  saying  that  you  think  this 
Committee  should  authorize  all  eight  major  construction  projects 
requested  by  VA. 

Mr.  GRANDISON.  PVA  concurs  with  Midge,  that  there  is  a  need  for 
the  Loch  Raven  and  Tuskegee  nursing  homes.  We  also  identify  a  need 
for  those  other  construction  projects.  At  this  time,  I  am  not  prepared 
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to  go  into  a  lengthy  detailed  discussion  on  each  of  the  projects  that 
was  presented  in  the  first  panel,  but  there  is  a  need  for  the  construc- 
tion of  those  facilities,  and  based  on  the  data  we  have,  PVA  supports 
those  construction  projects. 

Chairman  ROCKEFELLER.  Again,  I  promise  I  am  about  to  yield 
here.  The  problem  is  I  am  seeing  an  inconsistency  here.  Basically, 
there  has  been  this  barrage  of  criticism  of  the  process,  which  is  very 
interesting  to  me  and  I  may  join  right  in  with  you,  but  when  it  comes 
down  to  the  decision,  you  are  saying  go  right  ahead  with  all  eight.  I 
am  not  trying  to  trap  you,  I  am  just  trying  to  understand. 

Mr.  GRANDISON.  Mr.  Chairman,  PVA  supports  going  ahead  with 
the  existing  projects;  however,  we  do  recognize  that  there  are  flaws 
in  the  system.  That  is  not  to  say  that  these  are  mutually  exclusive. 
We're  not  saying  that  although  there  is  a  flaw  in  the  methodology, 
that  mutually  excludes  the  need  for  these  construction  projects.  We're 
not  making  a  position  based  on  that.  What  we  are  saying  is  that 
based  on  the  information  we  have  and  the  current  needs  of  the 
system,  which  has  been  in  gross  erosion  for  quite  a  long  time  now,  we 
have  to  maintain  the  system  if  there  is  going  to  be  any  type  of  future 
system.  But  we  do  not  recognize  any  discrepancies  or  problems  with 
funding  these  projects  currently  on  the  table. 

Chairman  ROCKEFELLER.  Got  you. 

OK.  Senator  Akaka,  my  total,  total  apologies  to  you. 

Senator  AKAKA.  Thank  you  very  much,  Mr.  Chairman.  I  can  detect 
here  that  you  are  very,  very  concerned  about  the  quality  of  care  that 
veterans  receive.  I  think  there  is  no  question  that  all  of  the  panel 
members  have  the  same  thing  in  mind.  As  we  look  at  the  kind  of 
quality  of  care  that  is  being  provided  for  the  veterans  of  our  country, 
we  find  inequalities,  we  find  places  like  Hawaii,  which  is  one  of  two 
States  that  doesn't  have  a  hospital  and,  with  120,000  veterans,  the 
question  is,  why? 

Hawaii,  as  you  know,  has  suffered  from  this  problem:  When  it  was 
ready  to  build,  there  was  no  money  or  there  was  some  other  reason. 
So,  since  I  have  been  here  I  have  been  watching  the  progress  of  a 
hospital  for  Hawaii  and  have  tried  to  be  careful  at  every  turn  that  it 
is  not  lost.  We  need  to  look  at  Hawaii  as  a  place  that  deserves  to  give 
quality  care  for  all  of  its  veterans  who  are  there,  plus  many  others 
who  are  coming  into  Hawaii  because  it  is  a  moderate  place  to  live  and 
many  of  them  live  in  the  hills  and  are  always  looking  for  service 
through  the  Department  of  Veterans  Affairs. 

I  want  to  say  that  my  questions  will  pertain  particularly  to  Hawaii. 
Let  me  start  by  asking  Midge,  who  has  had  a  lot  of  experience  with 
VA  and  with  the  care  of  the  veterans.  Midge,  you  have  called  for  a 
moratorium  on  major  hospital  construction  projects  until  the  issues 
of  eligibility,  health  care  reform,  and  VA's  role  in  health  care  reform 
are  resolved.  Yet  I  notice  that  on  page  6  of  your  written  testimony 
you  are  careful  to  exclude  from  this  moratorium  those  cases  where  a 
State  has  no  medical  care  facility  or  where  there  are  grave  patient 
care  safety  issues  involved.  Since  Hawaii  is  one  of  two  States  without 
a  hospital,  is  it  correct  to  assume  that  you  support  going  forward  with 
the  Hawaii  hospital? 
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Ms.  QUANDT.  Senator  Akaka,  I  part  company  with  the  GAO 
statement  when  it  talks  about  not  needing  a  hospital  in  Hawaii.  In 
fact,  when  I  first  saw  their  report,  it  so  angered  me  I  threw  it  across 
the  room.  Let  me  put  it  this  way,  20  years  ago  there  was  a  decision 
to  build  a  veterans  hospital  in  Hawaii.  It  has  suffered  a  lot  of 
bureaucratic  tender  loving  care.  We  had  a  special  task  force  in  1987, 
surveyed  every  hospital  in  the  State,  walked  through  them  with  an 
architect,  walked  through  them  with  a  real  estate  manager,  and  we 
looked  at  private  sector  hospitals  for  how  sound  they  were,  how  much 
asbestos  there  was.  The  State  was  willing  to  give  us  a  wonderful 
hospital  on  Hilo  and  it  had  such  huge  cracks  from  an  earthquake  that 
the  task  force  staff  didn't  even  want  to  stay  in  it. 

We  determined  that  there  were  possibilities  in  the  outer  islands  for 
primary  care  through  primary  care  clinics,  and  I  will  take  my  hat  off 
to  DM&S;  it  did  come  forth  and  support  that.  However,  veterans  and 
Hawaiians  have  a  series  of  health  care  conditions  which  aren't  quite 
the  same  as  those  on  the  continental  United  States,  nor  do  they  have 
all  that  health  care  available  to  them.  Because  of  hypertension, 
because  of  cancer,  because  of  diabetes  and  other  such  problems,  and 
because  of  the  fact  that  veterans,  more  than  anybody  else,  have  more 
than  one  diagnosis,  we  concluded  that  there  was  a  need  for  a  primary 
care  hospital  in  Hawaii  that  would  also  have  available  to  it  nursing 
home  care,  because  at  the  time  we  couldn't  get  any  veterans  into 
nursing  homes  in  Hawaii.  That  still  is  the  plan,  although  the  physical 
structure  will  be  quite  different  than  what  was  decided  in  1987. 

I  recognize  that  Tripler  AMC  will  provide  tertiary  care;  that  is  a 
good  mix  on  a  joint  venture  with  the  military.  I  continue  to  believe 
there  is  a  need  for  a  primary  care  VA  hospital.  I'll  say  it  this  way, 
Hawaii  has  a  State  health  insurance  program — 95  percent  of  your 
citizens  have  health  insurance;  however,  when  you  look  at  the  health 
plan,  it  is  for  well-baby  clinics,  preventive  care,  OB — as  GAO  says, 
not  many  of  the  things  that  veterans  have.  It  is  for  what  I  call  simple 
diagnoses.  It  is  not  for  a  man  who  comes  in  with  hypertension, 
blindness,  and  diabetes.  Therefore,  if  we  are  going  to  provide  the 
proper  care,  I  do  believe  there  is  a  need  for  a  reasonably  economically 
built  VA  hospital  in  Hawaii.  There  is  no  need  for  a  VA  hospital  in 
Florida.  [Laughter.] 

Senator  AKAKA.  Midge,  you  served  as  chair  of  VA's  special  task 
force  on  VA  health  care  in  Hawaii  in  1987,  as  you  pointed  out,  which 
laid  out  the  case  for  the  Hawaii  hospital.  You  have  mentioned  this 
earlier  today.  I  should  say  that  what  you  mention  I  know  is  true. 
Hawaii  is  unique  and  veterans  have  the  kinds  of  problems  that  are 
also  unique  but  nevertheless  need  care.  Do  the  same  conditions  exist 
today  in  Hawaii  that  originally  led  you  to  recommend  the  establish- 
ment of  the  hospital  in  Hawaii?  If  so,  could  you  please  elaborate  on 
these  conditions.  You  did  mention  some  of  the  conditions  already. 

Ms.  QUANDT.  As  far  as  I  am  concerned,  the  conditions  still  exist. 
That's  why  I  threw  the  report  across  the  room.  The  State  health 
insurance  program  hasn't  changed;  it  hasn't  broadened  to  take  in 
psychiatric  care.  At  the  time,  some  of  us  were  rather  appalled  at  the 
psychiatric  facilities  to  which  our  veterans  were  being  sent.  It  does 
not  include  long-term  care.  That  is  what  has  to  be  offered  through 
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VA.  I  consider  the  need  to  be  identical  today.  In  fact,  the  only 
difference  is  that  veterans  are  7  years  older,  which  makes  it  that 
much  more  serious. 

Senator  AKAKA.  Midge,  the  GAO  has  suggested  that  Hawaii 
veterans  ought  to  be  used  as  a  test  case  for  sharing  with  the  military 
and  contracting  with  community  facilities.  In  your  experience  with 
Hawaii,  can  a  quality  health  care  experience  for  veterans  truly  be 
achieved  through  such  a  fragmented  health  care  delivery  system? 

Ms.  QUANDT.  Senator,  I  think  it  would  be  very  difficult.  And  I  will 
say  something  I  have  never  said  before  in  a  public  hearing;  that  is, 
I  never  got  over  walking  into  the  premier  hospital  of  the  islands  and 
having  the  director  say  to  us,  when  I  knew  he  had  two  empty  floors 
and  a  brand  new  tower,  when  we  asked  if  he  would  lease  us  that,  I 
will  never  forget  he  said:  "I  don't  want  those  old  drunks  in  my 
hospital."  When  you  have  that  attitude  among  some  of  the  health  care 
professionals,  there  is  no  point  insulting  veterans  having  to  go  into  a 
facility  like  that.  You  might  as  well  allow  those  veterans  to  have 
health  care  where  they  are  treated  with  dignity. 

Senator  AKAKA.  I  must  agree  with  you.  That's  one  of  the  com- 
plaints that  we  have  not  only  in  Hawaii,  but  in  other  places  as  well, 
in  trying  to  provide  for  the  veterans  of  our  country  as  best  as  we  can. 

There  has  been  some  talk  about  VA  becoming  an  accredited  health 
plan  under  the  future  Clinton  plan,  in  which  VA  would  compete  for 
patients  with  other  health  care  providers.  Midge,  my  question  is,  if 
the  Hawaii  hospital  were  not  built,  would  VA  then  be  excluded  from 
competing  for  Hawaii  veteran  patients  in  the  new  health  care 
environment?  In  other  words,  would  Hawaii  veterans  be  denied  the 
same  opportunity  provided  the  rest  of  the  Nation's  veterans  to  choose 
VA  as  their  provider,  a  provider  which  possesses  the  most  experience 
in  veteran-specific  health  care? 

Ms.  QUANDT.  The  answer,  Senator,  is  off  the  top  of  my  head.  First 
let  me  say  this,  everybody  talks  about  what  is  going  to  happen  to  VA 
in  a  national  health  care  reform.  I  guess  I  am  cynical;  I  have  seen  the 
Government  make  promises,  take  promises  away.  I  would  be  willing 
to  bet  anyone  in  this  room  $1,000  that  VA  role  will  be  identical  to 
what  it  is  today.  There  is  not  going  to  be  much  more  and  there  aren't 
going  to  be  double  the  number  of  veterans,  because  9  million  veterans 
today  could  come  to  VA  on  current  eligibility,  but  only  2.6  million 
show  up  every  year  and  the  number  is  dropping.  Big  ideas  of 
increasing  the  patient  population  are  nice  ideas  if  you  are  in  the 
mentality  of  we  have  got  to  get  behind  the  bunker  and  save  ourselves. 
When  it  comes  to  Hawaii  and  those  various  health  plans,  I  don't 
think  there  is  going  to  be  a  difference  unless  the  White  House  Task 
Force  puts  in  a  large  amount  of  long-term  chronic  care.  That  is  the 
only  way  in  which  you  would  lose  the  veteran  population.  Otherwise, 
VA  is  the  primary  care  provider. 

Senator  AKAKA.  Midge,  you  have  unfavorably  compared  the  costs 
of  VA  hospital  construction  to  private  sector  efforts.  You  have  at 
times  suggested  that  facilities  such  as  Hawaii  could  be  built  more 
quickly  and  cheaply  if  constructed  using  the  following  methods,  such 
as  fast  track,  design/build,  turn-key,  or  guaranteed  maximum  price. 
In  a  letter  to  me,  VA  stated  that  turn-key  does  not  give  VA  enough 
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control  over  the  end  product  and  that  guaranteed  maximum  price 
may  violate  the  Competition  in  Contracting  Act.  VA  further  indicated 
it  would  consider  using  fast  track  and  design/build  in  a  new  hospital 
for  parts  of  the  facility,  but  indicated  that  the  major  hospital  building 
was  too  complex  to  use  the  design/build  concept.  Could  you  respond 
to  these  statements  from  VA. 

Ms.  QUANDT.  I  would  like  to  know  if  the  letter  went  through  the 
Chaplin's  Service  and  the  General  Counsel.  I  consider  that  letter  to 
have  been  written  by  somebody  protecting  the  status  quo,  and  I 
happen  to  know  the  dollar  figure  they  gave  you.  That  dollar  figure  is 
exactly  what  it  was  in  1987  and  somebody  should  have  added 
inflation  in  there.  I  don't  believe  anything  in  the  letter  they  have  sent 
you. 

Chairman  ROCKEFELLER.  Clear  answer.  [Laughter.] 

Senator  AKAKA.  I  thank  Midge  for  her  responses. 

I  would  like  to  ask  some  questions  of  Mr.  Baine  and  I  would  like 
Mr.  BAINE  to  answer  these  questions  either  yes  or  no.  They  won't  be 
long  questions. 

Do  you  know  exactly  what  the  President's  health  care  reform 
package  will  look  like? 

Mr.  BAINE.  No,  we  do  not,  sir. 

Senator  AKAKA.  Do  you  know  the  precise  outlines  of  the  health 
care  reform  package  that  Congress  will  enact? 

Mr.  BAINE.  Certainly  not. 

Senator  AKAKA.  Do  you  know  the  exact  role  of  VA  in  the  future 
health  care  environment? 

Mr.  BAINE.  No,  sir. 

Senator  AKAKA.  I  thank  you  for  those  answers.  [Laughter.J  That  is 
all  of  the  questions  I  have  for  Mr.  Baine.  It  is  clear  to  me  that  GAO's 
recommendations  regarding  the  Hawaii  hospital  are  based  largely  on 
conjecture,  and  as  to  the  questions  I  asked,  of  course  those  were  the 
right  answers.  As  a  Member  of  Congress,  I  don't  have  the  luxury  of 
conjecture;  I  have  to  base  my  decisions  on  reality. 

Mr.  Chairman,  the  reality  is  that  Hawaii  veterans  have  been 
underserved  for  many,  many  years.  Now  just  when  they  appear  to  be 
on  the  verge  of  achieving  a  modicum  of  health  care  equity,  GAO  has 
recommended  that  we  snatch  it  away  from  Hawaii.  Mr.  Baine,  I 
intend  no  personal  criticism,  and  we  say  this  on  the  floor  to  our 
Senator  friends,  because  I  know  what  you  are  doing  is  your  job,  but 
there  is  more  to  analyzing  an  issue  than  juggling  numbers.  There  are 
other  issues  that  need  to  be  considered,  such  as  fairness  and  equity 
of  treatment.  I  wish  that  before  reaching  its  recommendation 
regarding  the  Hawaii  hospital  that  GAO  had  considered  the  pain, 
suffering,  and  frustration  that  the  veterans  in  my  State  have  had  to 
endure  because  of  the  absence  of  a  veterans  hospital.  If  it  had  done 
so,  I  think  the  GAO  would  have  come  to  a  far  different  conclusion. 

In  any  case,  we  have  heard  and  rebutted  the  same  arguments  in 
previous  hearings  and  each  time  they  have  been  considered  and 
overridden  by  the  Congress  and  the  administration.  VA  has  made  the 
decision  to  go  ahead  with  the  project  and  work  is  already  well 
underway  on  the  initiative,  so  I  really  think  it  is  time  that  GAO  put 
this  subject  to  rest  and  supported  it.  Mr.  Baine,  I  thank  you  for  your 
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comments.  I  know  you  have  a  job  to  do,  but  we  hope  that  the  end 
result  will  help  the  veterans  of  Hawaii. 

Thank  you  very  much,  Mr.  Chairman. 

Chairman  ROCKEFELLER.  Thank  you,  Senator  Akaka. 

I  have  two  final  questions.  What  would  happen — and  I'll  ask  this 
of  you,  Dave — what  would  happen  to  veterans  as  patients  if  VA 
simply  got  rid  of  those  600  full-time  equivalents  that  we've  been 
talking  about? 

Mr.  BAINE.  The  600  full-time  equivalents  in  construction? 

Chairman  ROCKEFELLER.  Contract  and  construction. 

Mr.  BAINE.  I  don't  know  specifically  how  to  relate  what  would 
happen  to  patients  without  the  600  full -time  equivalents. 

Chairman  ROCKEFELLER.  Well,  then  you  would  go  outside  and 
contract  privately. 

Mr.  BAINE.  Presumably,  some  portion  of  that  group  would  still  be 
needed  to  do  the  contracting  and  provide  some  expertise  in  the 
contracting  process.  I  don't  know  for  sure  the  extent  to  which  that 
operation  could  be  downsized.  Midge  knows  a  lot  more  about  that 
than  I  do  because  of  her  involvement  with  the  Commission. 

What  we're  talking  about  here  are  tradeoffs  between  direct  patient 
care  and  construction  bricks  and  mortar.  That's  a  tradeoff  that  you 
people  on  the  Committee  are  going  to  have  to  make  with  the  projects 
that  are  in  this  particular  budget. 

Chairman  ROCKEFELLER.  Midge,  do  you  want  to  take  a  crack  at 
that? 

Ms.  QUANDT.  Yes,  Mr.  Chairman.  Nothing  would  happen  to  the 
patients  at  all.  Patient  care  would  go  on  and  I  don't  believe  it  would 
be  harmed.  However,  there  are  some  things  that  need  to  be  done  in 
Central  Office  to  assist  field  facilities  in  accomplishing  that  construc- 
tion. You  can't  say  all  600  because  90  of  those  FTEE  are  the  field 
engineering  personnel  who  assist  the  approximately  14,000  strong 
engineering  service  in  the  field  facilities.  So  they  would  have  to  stay. 
There  are  another  105  resident  engineers  who  are  assigned  out  to 
field  facilities  when  there  are  building  projects  to  assist.  So  you  are 
looking  at  195  there  you  probably  wouldn't  touch. 

The  real  property  management  staff  has  been  most  productive  and 
so  I  wouldn't  get  rid  of  them.  There  are  other  areas  where  there  can 
be  duplication  between  the  Assistant  Secretary  for  Finance  and 
Information  Resources  Management  and  the  financial  service  in 
construction  management. 

Your  greatest  savings  would  come  from  about  200  FTEE  which 
would  probably  come  out  of  project  management  and  architecture  and 
engineering.  Those  are  totally  different;  they  support  the  projects. 

Chairman  ROCKEFELLER.  And  if  we  did  this  on  a  private  basis,  a 
private  contract,  we  would  get  different,  more  cost-effective  results 
almost  certain? 

Ms.  QUANDT.  And  you  would  get  them  faster. 

Chairman  ROCKEFELLER.  And  faster.  OK. 

Kim. 

Mr.  BEASLEY.  Yes,  but  at  the  same  time,  I  think  you  must,  if  you 
have  a  national  system  like  this,  have  a  core  group  of  professionals 
with   respect  to  facility  design  to  establish  and  keep  the  design 
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criteria  current;  otherwise,  you  will  have  private  sector  architects  and 
firms  come  in  with  their  own  ideas  and  grandeur  about  how  a  SCI 
center,  for  example,  should  function.  So,  you  do  need  a  core  group  of 
professionals  and  it  is  incumbent  upon  them  to  keep  current  with 
medical  technology  and  changes  so  that  criteria  are  used  uniformly 
across  the  United  States.  Veterans  in  California  should  expect  the 
same  medical  care  environment,  with  respect  to  facility  design,  as 
veterans  do  in  Maine. 

Chairman  ROCKEFELLER.  Terry,  let  me  end  this  on  a  question  to 
you.  You  can't  speak  for — but  I  am  asking  you  to  try  to  speak  for — the 
various  veterans  service  organizations.  We  have  the  potential  new  era 
of  the  1990' s  where  it  appears  that  there  is  going  to  be  much  more 
tension  as  to  the  tradeoff  between  good  veterans  health  care — the 
quality  of  that,  the  availability  of  that — and  some  almost  direct 
relationship  to  dollars  that  are  spent  on  construction.  Do  you  think 
that  the  VSO's  would  be,  by  and  large,  automatically  supportive  of  a 
very  careful  cost  analysis  that  takes  into  account  every  dollar  that  is 
spent  on  construction,  a  kind  of  cost-benefit  analysis  on  what  are  you 
going  to  give  up  in  health  care?  Do  you  see  what  I  am  trying  to  get 
at? 

Mr.  GRANDISON.  Yes,  sir,  I  think  I  do.  I  would  hope  that  the  other 
VSO's  would  support  efficiency  and  allocation  of  dollars  to  those 
projects  which  truly  need  those  funds.  PVA  places  paramount  the 
health  care  needs  of  veterans,  that's  number  one.  VA  must  respond 
to  the  needs  of  the  veterans.  For  some  time  now,  as  a  matter  of  fact 
for  a  long  time  now,  VA  system  has  been  responding  to  fiscal  number 
crunching  and  economic  motivations,  instead  of  looking  at  the  true 
needs  of  the  veterans. 

Before  PVA  would  trade  off  any  type  of  health  care  construction, 
of  course,  we're  looking  to  the  health  care,  but  we  have  to  be  assured 
wholeheartedly  that  the  true  needs  of  veterans  are  being  met.  For 
example,  the  veteran  community  is  aging.  World  War  II,  Korean  War 
veterans  are  maturing  in  age  and  they  are  going  to  need  access  to 
long-term  care,  particularly  nursing  home  care.  The  Independent 
Budget  recommends  the  construction  of  four  additional  120-bed 
nursing  homes  to  be  constructed  because  the  need  is  there.  There  we 
have  a  tangible,  identifiable  balance.  We  know  that  we're  going  to 
have  to  take  care  of  our  veterans,  there  is  a  commitment  made  by 
this  country  to  our  veterans  that  we're  going  to  take  care  of  their 
health  care  needs.  At  the  same  time,  we  recognize  the  austere 
environment  that  we're  in  now.  But  the  reality  is  that  they  are  aging, 
they  need  long-term  care,  and  we  have  to  go  forth  and  make  those 
difficult  decisions  regardless  of  the  cost — regardless  of  cost — and  meet 
the  health  care  needs  of  our  veterans.  But  PVA  is  definitely  support- 
ive of  an  analysis  that  would  improve  the  efficiency. 

Chairman  ROCKEFELLER.  Let  me  just  conclude  by  saying  this  has 
really  been  very  helpful  to  me.  You  have  been  a  very,  very  good  panel. 
Meeting  you  generically  and  in  person  is  very  important  to  me. 
Midge,  you  have  got  super  star  possibilities  here.  Reggie  Jackson. 
[Laughter.] 

It  is  terribly,  terribly  important  stuff  that  we're  talking  about.  The 
American  people  are  furious  at  us  in  general  and  we  better  start 
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doing  things  right.  That  doesn't  mean  that  we  can  satisfy  everything 
they  want  to  happen,  but  it  sure  means  we  have  got  to  spend  our 
dollars  correctly.  So  I  thank  all  of  you.  I  note  that  it  is  5  minutes 
before  two.  We  were  meant  to  end  this  at  12:30,  but  the  reason  that 
we  have  gone  on  is  because  what  you  had  to  say  is  so  important,  and 
I  really  thank  you. 

Chairman  ROCKEFELLER.  I  thank  all  of  our  witnesses  today.  I 
guess  that's  it. 

[Whereupon,  at  1:55  p.m.,  the  Committee  was  adjourned,  to 
reconvene  at  the  call  of  the  Chair.J 
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PREPARED  STATEMENT  OF  CHAIRMAN  JOHN  D. 
ROCKEFELLER  IV 

Good  morning.  Legislation  approved  during  the  102nd  Congress  now 
requires  that  VA  major  medical  facility  construction  and  lease  projects  be 
authorized  by  law  before  there  can  be  an  appropriation  or  an  expenditure  of 
funds.  Today's  hearing  will  review  VA's  request  for  that  authority. 

VA  operates  the  largest  medical  facility  construction  program  in  the  United 
States,  one  that  includes  171  medical  centers,  362  outpatient  facilities,  129 
nursing  home  care  units,  and  35  domiciliaries.  I  note  with  pride  that  many  of 
VA's  medical  facilities  are  industry  examples  of  modern  health  care  design. 
They  contain  state-of-the-art  technology  and  provide  our  veterans  with  the 
finest  care  available  anywhere  in  the  world. 

I  am  sorry  to  say  that  too  many  other  VA  medical  facilities  are  old,  in 
violation  of  basic  health  and  safety  codes,  and  need  immediate  replacement  or 
renovation.  Stories  of  these  facilities  concern  us  all.  It  is  critical  that  VA 
maintain  its  capital  investment  and  update  its  properties  where  necessary.  VA 
must  always  ensure  that  our  veterans  receive  the  highest  quality  medical  care 
and  that  its  health  care  system  is  able  to  respond  to  changing  needs. 

VA's  health  care  system  is  on  the  edge  of  a  new  day,  one  this  Committee 
has  been  trying  to  visualize  through  a  continuing  series  of  oversight  hearings. 
The  stakes  are  high,  the  medical  construction  dollars  are  limited,  and  the 
picture  of  VA's  future  health  care  role  is,  as  yet,  unclear.  Even  so,  it  is 
imperative  that  our  Committee  not  delay  action  about  badly  needed  construc- 
tion projects  that  will  provide  facilities  compatible  with  VA's  mission  as  health 
care  reform  evolves. 

The  President's  FY  1994  VA  budget  for  major  construction  seeks 
$362,293,000  in  new  budget  authority  and  a  transfer  of  $44,227,000  from  prior 
appropriations,  for  a  total  of  $406  million.  Although  this  represents  a  decrease 
of  more  than  $86  million  from  the  FY  1993  authorization,  it  is  very  close  to 
the  amount  actually  spent  in  FY  1992. 

Today's  first  panel  will  present  VA's  priorities  that  need  authorization  for 
FY  1994.  The  panel  also  will  discuss  VA's  need  for  modification  of  its 
enhanccd-use  lease  program  and  its  Pershing  Hall  renovation  project  authority. 
Our  second  panel  of  expert  witnesses  will  examine  the  process  by  which  VA's 
priority  listing  is  determined.  I  am  delighted  to  have  our  panelists  with  us  today 
and  look  forward  to  hearing  their  testimony  on  this  most  important  matter. 

Our  Committee  will  mark  up  its  authorization  legislation  on  May  19.  in  time 
for  what  1  hope  will  be  favorable  consideration  by  the  Appropriations 
Committee's  Subcommittee  on  VA,  HUD,  and  Independent  Agencies. 
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PREPARED  STATEMENT  OF  SENATOR  DANIEL  K.  AKAKA 

Thank  you,  Mr.  Chairman.  I'd  like  to  join  you  in  welcoming  Mr.  Hawkins, 
Ms.  Quandt,  Mr.  Grandison,  and  Mr.  Baine,  who  have  been  invited  to  testify 
on  VA  construction  issues. 

In  principle,  I  support  the  President's  construction  request.  VA  has  been 
underfunded  in  this  area  for  many  years,  resulting  in  deteriorating  physical 
plant  and  tremendous  backlogs.  While  there  is  certainly  room  for  improvement 
in  the  management  of  the  construction  process,  I  believe  that  we  must  not 
confuse  the  need  to  streamline  the  process  with  the  overriding  need  to  construct 
and  refurbish  medical  facilities. 

I  also  beiieve  that,  while  we  must  certainly  consider  the  effects  of  health 
care  reform  on  VA,  it  is  our  responsibility  to  ensure  that  care  for  veterans  is 
not  delayed.  Assuming  that  the  Administration  recognizes  that  VA  is  a  unique, 
precious,  and  integrated  national  health  care  resource,  continuing  to  maintain 
and  build  VA's  medical  facilities  can  only  enhance  the  Department's  ability  to 
compete  in  a  post-health  care  reform  environment. 

On  parochial  note,  1  am  very  pleased  that  the  Department  strongly  supports 
the  long-planned  Matsunaga  VA  Medical  Center  in  Hawaii.  Because  there  are 
sufficient  funds  from  previous  appropriations  to  continue  preliminary  planning 
and  design  work  on  the  Hawaii  hospital,  VA  has  not  requested  funds  for  the 
medical  center  this  year.  However,  the  fact  that  no  funds  are  requested  for  the 
Hawaii  facility  should  not  be  interpreted  to  mean  that  VA  no  longer  supports 
the  project;  in  fact,  Secretary  Brown  has  informed  me  that  Hawaii  remains  one 
of  VA's  priority  initiatives.  I  assume  that  VA  will  request  funding  next  year, 
when  the  construction  phase  begins. 

I  want  to  make  clear  to  all  concerned  that  the  Hawaii  Delegation  and 
Hawaii's  120,000  veterans  are  committed  to  the  establishment  of  the 
Matsunaga  VAMC.  We  will  spare  no  effort  to  ensure  that  a  facility  that  has 
been  promised  on  and  off  for  more  than  twenty  years  will  be  built.  I  remind 
everyone  that  Hawaii  is  one  of  two  States  without  a  VA  hospital,  a  situation 
that  has  resulted  in  serious  inequities  in  terms  of  access  to  and  quality  of  care 
for  my  State's  veterans. 

In  this  regard,  I  am  very  disappointed  that  the  GAO  has  once  again 
recommended  against  the  Hawaii  hospital.  In  its  written  testimony,  the  agency 
cites  the  uncertainty  surrounding  eligibility  and  health  care  reform  as  reasons 
for  not  proceeding  with  the  facility.  It  glibly  recommends  that  Hawaii  veterans 
continue  to  use  Tripler  Army  Medical  Center  and  community  hospitals  for 
inpatient  care,  saying  that  "excess  capacity"  exists  in  both  the  military  and 
private  sectors  to  treat  these  veterans. 

In  effect,  GAO  suggests  that  Hawaii  veterans  accept  the  same  problematic 
care  that  they  are  receiving  now.  Hawaii  veterans  currently  have  no  inpatient 
facility  that  is  devoted  to  their  special  needs;  like  vagrants,  they  are  fanned  out 
to  Tripler  or  community  hospitals.  At  Tripler,  they  are  assigned  lower  priority 
care  than  their  military  counterparts.  Both  Tripler  and  private  facilities  cannot 
offer  veterans  the  same  level  of  care  for  certain  services,  particularly  in  such 
areas  as  mental  health  and  geriatrics.  More  important,  they  cannot  offer 
veterans  the  continuity  of  care  that  is  so  critical  to  a  quality  health  care 
experience. 
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But  perhaps  the  most  compelling  reason  why  we  should  continue  with  the 
Matsunaga  VA  Medical  Center  is  simply  because  we  promised  it  to  Hawaii's 
veterans.  After  decades  of  waiting  for  a  hospital  of  their  own,  it  would  be  a 
serious  breach  of  faith,  as  well  as  a  health  care  travesty,  if  we  once  again  go 
back  on  our  promise  to  restore  health  care  equity  to  Hawaii's  veterans. 

Thank  you,  Mr.  Chairman.  I  have  a  few  questions  I  would  like  to  ask  the 
witnesses,  at  your  convenience. 


PREPARED  STATEMENT  OF  SENATOR  STROM  THURMOND 

Mr.  Chairman,  It  is  a  pleasure  to  be  here  today  to  receive  testimony  on  the 
Department  of  Veterans  Affairs  budget  for  fiscal  year  1994.  I  want  to  take  this 
opportunity  to  thank  you  and  the  Ranking  Minority  Member,  Senator 
Murkowskt,  for  scheduling  this  hearing.  I  want  to  welcome  the  witnesses  who 
are  here  with  us  today. 

Mr.  Chairman,  as  we  consider  the  budget  for  our  veterans,  we  must  also  be 
mindful  of  our  huge  national  debt.  The  Office  of  Management  and  Budget 
projects  the  national  debt  to  exceed  $4.3  trillion  by  the  end  of  fiscal  year  1993, 
and  $4.7  trillion  by  the  end  of  fiscal  year  1994.  Because  it  is  in  our  national 
interest  to  reduce  the  deficit,  we  have  many  tough  choices  to  make.  We  again 
must  weigh  competing  demands  for  limited  Federal  resources.  At  the  same 
time,  we  must  ensure  that  necessary  veterans  programs  are  not  unreasonably 
curtailed. 

The  Department  of  Veterans  Affairs  has  submitted  a  budget  of  $36.4  billion 
for  fiscal  year  1994.  This  is  one  of  the  largest  requests  ever  made.  I  note  with 
some  concern  that  while  there  is  an  increase  for  medical  care  overall,  the 
budget  for  medical  research  declines. 

The  specific  portion  of  the  budget  we  are  reviewing  today  is  for  major 
construction.  The  Department  has  submitted  a  budget  request  for  this 
appropriation  which  is  $130  million  below  last  year's  request.  This  budget 
request  will  support  new  or  replacement  buildings  supporting  the  medical 
program  and  gravesite  development  in  the  National  Cemetery  Program.  Mr. 
Chairman,  this  Committee  has  received  testimony  regarding  the  role  of  the 
Veterans  Administration  after  national  health  care  reform,  and  the  impact  of 
that  reform  on  utilization  of  the  VA  health  care  system.  We  have  also  received 
GAO  and  VA  Inspector  General  Reports  on  areas  where  improvement  can  be 
made  in  execution  of  the  construction  program.  Given  the  testimony  and  these 
reports,  we  must  proceed  cautiously  as  we  examine  requests  for  new  facility 
construction.  I  would  emphasize  that  I  support  the  Veterans  Affairs  medical 
care  system.  However,  we  must  make  sure  that  we  are  spending  our  scarce 
Federal  resources  in  a  prudent  manner,  and  in  a  way  that  will  be  of  most 
benefit  to  the  veterans  of  our  Nation. 

Mr.  Chairman,  I  again  want  to  thank  you  for  scheduling  this  hearing  and  the 
witnesses  for  their  presentations  here  today.  I  look  forward  to  reviewing  the 
testimony. 
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PREPARED  STATEMENT  OF  C.  WAYNE  HAWKINS,  DEPUTY 

UNDER  SECRETARY  FOR  HEALTH  FOR  ADMINISTRATION  AND 

OPERATIONS,  DEPARTMENT  OF  VETERANS  AFFAIRS 

Mr.  Chairman  and  members  of  the  Committee,  I  am  pleased  to  appear 
before  you  this  morning  to  present  testimony  conecrning  the  Department  of 
Veterans  Affairs  Construction  Program. 

The  VA  health  care  system  includes  171  VA  Medical  Centers,  362 
Outpatient  activities,  129  Nursing  Home  Care  Units,  and  35  Domiciliaries.  The 
VA  has  at  least  one  medical  center  in  each  of  the  48  contiguous  states.  In 
addition,  VA  is  developing  joint  venture  facilities  with  the  Department  of 
Defense  in  Hawaii  and  Alaska.  This  system  represents  a  tremendous  capital 
investment  including  over  five  thousand  buildings  and  approximately  twenty-six 
thousand  acres  of  land  at  over  one  thousand  locations  nationwide.  The  VA 
system  utilizes  over  135  million  square  feet  of  building  space.  Of  this, 
approximately  125  million  square  feet  is  owned  by  VA  and  10  million  square 
feet  of  space  is  leased. 

It  is  critical  to  our  mission  that  we  maintain  this  capital  investment  and 
modernize  the  physical  plant  where  necessary  to  ensure  that  the  VA  health 
system  can  provide  state-of-the-art  medical  care  and  respond  to  the  changing 
needs  of  our  Nation's  veterans.  To  accomplish  this  the  VA  has  the  largest 
medical  facility  construction  program  in  the  Nation.  The  VA  employs  a  number 
of  processes  to  ensure  that  needed  health  care  programs  are  identified  and  that 
when  those  needs  require  renovation  or  new  space,  the  space  is  appropriately 
planned,  designed,  and  procured  through  sharing,  construction,  lease,  or  public- 
private  ventures. 

FY  1994  Request 

As  you  are  aware,  the  VA  forwarded  its  request  for  FY  1994  Construction 
funding  to  the  Congress  on  April  9  and  our  five  year  facility  plan  on  April  14. 
The  fiscal  year  1994  construction  budget  requests  a  program  level  of 
$517,186,000.  This  program  level  includes  an  appropriation  request  for  major 
projects  of  $362,293,000,  plus  reprogrammings  of  $30,227,000  from  unobli- 
gated balances  and  $14,000,000  from  the  Parking  Revolving  Fund,  a  minor 
program  of  $153,540,000  and  a  parking  garage  revolving  fund  request  of 
$1,353,000.  In  accordance  with  section  301  of  Public  Law  102  405,  VA  is 
requesting  an  authorization  of  $1 1 1,600,000  for  five  Major  Medical  Facility 
Construction  Projects  at  Memphis,  Tennessee;  Baltimore  (Loch  Raven), 
Maryland;  Anchorage,  Alaska;  Lyons,  New  Jersey;  and  Muskogee,  Oklahoma. 
In  addition,  VA  is  requesting  an  authorization  of  $50,123,105  for  the  Major 
Medical  Facility  Leases  listed  on  page  12-3  of  the  FY  1994  VA  Budget. 

The  Major  Construction  Appropriations  request  includes  funding  for  the 
replacement  bed  tower  project  at  Palo  Alto,  California,  for  which  design  funds 
have  previously  been  appropriated.  This  project  will  replace  facilities  damaged 
by  the  Loma  Prieta  earthquake  in  1989  and  determined  unsafe  to  occupy.  This 
request  also  includes  design  funding  for  a  major  project  at  Memphis, 
Tennessee,  to  modernize  this  hospital's  diagnostic  and  treatment  capabilities 
and  correct  seismic  deficiencies  in  that  facility.  In  addition,  the  budget  requests 
funds  for  the  construction  of  nursing  home  care  units  at  Baltimore,  Maryland 
and  Tuskegcc,  Alabama;  replacement  of  antiquated  patient  nursing  units  at 
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Lyons,  New  Jersey,  Muskogee,  Oklahoma  and  Temple,  Texas;  and  the  VA\s 
share  of  construction  costs  for  joint  venture  construction  at  the  Elmendorf  Air 
Force  Base  in  Anchorage,  Alaska. 

The  budget  includes  funding  for  gravesite  development  projects  at  Houston, 
Texas,  the  Massachusetts  National  Cemetery  and  Willamette,  Oregon,  and  for 
support  of  the  relocation  of  the  Philadelphia  VBA  Regional  Office.  Our  minor 
construction  program  request  includes  5122,540,000  for  medical  related 
programs  including  S23.9  million  for  the  conversion  of  nursing  units  to  nursing 
home  care  facilities.  The  request  includes  SI  1  million  for  the  Regional  Office 
program  and  S9.5  million  for  the  National  Cemetery  System. 

GAO  Report 

Mr.  Chairman,  the  GAO  has  suggested  that  Congress  defer  approval  of  any 
project  that  includes  additional  acute  care  capacity.  We  do  not  agree  with  this 
suggestion.  Although  we  must  be  very  careful  in  the  selection  of  major 
construction  projects,  we  believe  that  the  projects  proposed  for  FY  1994  will 
not  be  wasteful  nor  prove  unnecessary  in  the  future.  These  projects  focus  on 
infrastructure  and  correction  of  life  safety  deficiencies  and  provision  of  long- 
term  care  and  ambulatory  care  services.  We  fully  expect  that  these  projects  will 
provide  facilities  compatible  with  the  VA's  mission  as  health  care  reform 
evolves.  Furthermore,  to  improve  the  planning  and  management  of  VA's 
construction  program,  the  Department  will  take  into  account  the  following 
major  factors  in  planning  and  proposing  future  construction  projects:  ( 1 )  the 
projected  demand  from  veterans  who  are  likely  to  use  the  VA  system;  (2)  the 
relationship  of  the  project  to  the  VA  system  as  a  whole;  and  (3)  the  health  care 
resources  available  to  veterans  in  the  community. 

Enhanced-use  Leasing 

The  Department  is  now  in  the  process  of  testing  the  feasibility  of  an 
enhanced-use  leasing  program.  This  program  allows  the  Department  to  use  its 
unused  or  underused  property  as  a  means  for  obtaining  facilities,  services  or 
monies  for  veteran  programs  that  otherwise  would  be  unavailable  or  unafford- 
able. 

The  first  use  of  this  authority  is  for  a  child  care  center  at  Washington,  DC, 
which  was  awarded  April  30.  With  this  project  the  Department  will  get  a  child 
care  center  for  its  employees  at  no  cost  to  the  government  and  reduced  rates 
for  the  employees. 

Another  use  of  this  authority  is  for  the  co-location  of  the  Houston  VARO 
onto  VA  Medical  Center  land  to  be  awarded  by  the  end  of  May.  The  proposal 
selected  will  provide  for  the  required  VBA  Regional  Office  and  associated 
parking,  and  a  17,000  square  foot  non-VA  retail  center  (drug  store,  fast  food, 
bank,  etc.).  Several  other  enhanced  use  projects  are  under  development  for 
child  care  centers,  parking  structures,  research  laboratories,  and  training 
facilities. 
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Pershing  Hall 

In  1991,  Public  Law  102  86,  gave  the  Department  of  Veterans  Affairs  the 
responsibility  for  the  rehabilitation,  operation  and  use  of  Pershing  Hall,  an 
existing  building  located  in  Paris,  France.  During  the  past  18  months  the 
Department  has  been  engaged  in  an  ongoing  effort  to  assume  control  over  the 
building's  operations  and  to  resolve  several  serious  issues  concerning  its  use 
and  operation. 

Because  of  the  financial  impact  of  these  inherited  occupancy  problems,  the 
$1.3  million  made  available  to  VA  in  1991  for  this  project  is  near  depletion. 
Accordingly,  the  original  law  which  transferred  Pershing  Hall  to  the  Depart- 
ment should  be  modified  to  provide  increased  authority  to  the  Department  to 
transfer  S500,000  from  the  major  construction  working  reserve  fund  to  the 
Pershing  Hall  Revolving  Fund  in  order  to  operate  the  building  on  a  status  quo 
basis  until  the  VA  is  able  to  redevelop  the  building  under  the  terms  of  the 
existing  legislation.  As  with  the  original  amount  made  available  toward  this 
effort,  the  construction  fund  will  be  reimbursed  from  building  proceeds. 
Language  which  implements  this  request  has  been  provided  to  your  staff  as  a 
drafting  service.  Due  to  the  near  depletion  of  funds,  favorable  consideration  of 
this  action  by  the  Committee  is  requested  as  soon  as  possible. 

This  concludes  my  formal  testimony.  We  will  be  pleased  to  respond  to  any 
questions  that  the  Committee  may  have. 

PREPARED  STATEMENT  OF  DAVID  P.  BAINE,  DIRECTOR, 

FEDERAL  HEALTH  CARE  DELIVERY,  HUMAN  RESOURCES 

DIVISION,  GENERAL  ACCOUNTING  OFFICE 

Summary 

GAO  believes  that  the  Congress  should  proceed  cautiously  with  construction 
of  additional  Department  of  Veterans  Affairs  (VA)  facilities  until  reforms  to  the 
nation's  health  care  system  and  VA  eligibility  take  shape.  This  is  because  of 
the  uncertainty  surrounding  the  potential  effects  of  such  reforms  on  demand  for 
VA  health  care.  Any  national  health  care  reform  that  expands  insurance 
coverage  among  veterans  could  substantially  reduce  demand  for  VA-sponsored 
care.  For  example,  GAO  estimates  that  under  a  nationwide  universal  coverage 
plan,  demand  for  VA  inpatient  care  could  drop  50  percent. 

GAO's  estimates  assume  that  VA  will  continue  to  operate  as  an  independent 
system  that  veterans  can  use  to  supplement  coverage  under  a  national  health 
financing  system.  If,  however,  VA  is  transformed  into  a  series  of  managed  care 
plans  that  compete  under  a  reformed  national  health  care  system,  a  serious 
limitation  in  the  design  of  VA  facilities  could  affect  VA's  ability  to  compete. 
This  limitation  is  the  inability  of  VA  hospitals  and  clinics  to  provide  the  full 
range  of  health  care  services  to  women  veterans  and  the  dependents  of 
veterans.  Without  design  changes  to  fully  accommodate  such  patients  or 
contracts  with  private  sector  facilities  or  sharing  agreements  with  military 
facilities  to  provide  such  services.  VA  managed  care  plans  would,  in  GAO's 
opinion,  be  unlikely  to  attract  women  veterans  and  veterans  with  dependent 
children  under  a  competitive  environment. 
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Reform  of  VA's  system  for  determining  eligibility  for  health  care  could  also 
have  dramatic  effects  on  VA  utilization.  For  example,  the  number  of  outpatient 
visits,  which  totaled  about  23  million  in  fiscal  year  1992,  could  range  from  24 
million  to  57  million  depending  on  the  reform  proposal  adopted. 

A  limitation  on  the  construction  of  additional  VA  capacity,  however,  does 
not  have  to  mean  an  interruption  in  meeting  the  health  care  needs  of  America's 
veterans.  Rather,  the  Congress  and  VA  could  use  the  delay  as  an  opportunity 
to  test  alternative,  managed  care,  methods  of  delivering  services  to  veterans  that 
would  supplement  services  available  at  VA  outpatient  clinics  with  inpatient 
services  provided  through  contracts  with  private  sector  hospitals  or  sharing 
agreements  with  military  hospitals.  Such  tests  could,  at  least  on  an  interim 
basis,  provide  veterans  acute  care  services  in  their  home  communities  years 
earlier  than  such  services  could  be  provided  through  new  construction. 

GAO  believes  that  the  Congress  should  consider  authorizing  VA  to  conduct 
such  demonstration  projects  in  one  or  more  locations  where  unused  capacity 
exists  in  community  or  military  hospitals.  Possible  locations  include  Hawaii, 
northern  California,  and  east  central  Florida. 

Testimony 

Mr.  Chairman  and  members  of  the  Committee,  we  are  pleased  to  be  here 
today  to  discuss  the  Department  of  Veterans  Affairs'  (VA)  major  construction 
program.  Our  testimony  this  morning  will  focus  primarily  on  factors  that  could 
affect  the  need  for  and  size  and  design  of  VA  construction  projects.  These 
factors  are  (1)  reform  of  the  nation's  health  care  financing  system,  (2)  reform 
of  VA  health  care  eligibility  for  its  beneficiaries,  and  (3)  VA's  role  under  the 
reformed  health  care  system.  In  addition,  I  will  discuss  the  extent  to  which  VA 
considers  construction  alternatives,  such  as  the  availability  of  state  and 
community  resources,  when  it  determines  the  need  for  major  construction 
projects.  Finally,  1  will  discuss  our  recently  completed  review  of  the  manage- 
ment of  VA's  major  construction  program.' 

We  believe  that  the  Congress  should  proceed  cautiously  with  construction 
of  additional  VA  capacity  because  of  the  uncertain  effects  of  reforms  to  the 
nation's  health  care  system  and  VA  eligibility.  Such  caution,  however,  does  not 
have  to  mean  an  interruption  in  meeting  the  health  care  needs  of  America's 
veterans.  Rather,  a  limitation  on  the  construction  of  new  VA  medical  care 
capacity  could  provide  an  opportunity  to  test  alternative  methods  of  delivering 
services  to  veterans,  such  as  the  use  of  managed  care.  VA's  use  of  alternative 
delivery  methods  could,  at  least  on  an  interim  basis,  provide  veterans  acute  care 
services  in  their  home  communities  years  earlier  than  such  services  could  be 
provided  through  construction  of  new  or  replacement  VA  facilities. 

Through  demonstration  projects.  VA  could  determine  whether  (1)  veterans 
are  satisfied  with  the  new  methods  of  providing  care  and  (2)  services  can  be 
provided  closer  to  veterans'  homes  without  increasing  health  care  costs.  As  I 
will  discuss  later,  such  demonstrations  could  be  structured  in  several  ways. 


VA  Health  Care:  Actions  Needed  to  Control  Major  Construction  Costs  (GAO/HR.D-93-75, 
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Background 

VA  spends  about  $500  million  a  year  on  construction  and  modernization  of 
health  care  facilities.  In  its  fiscal  year  1994  budget  submission,  the  Administra- 
tion is  seeking  about  $406  million  for  VA  construction,2  a  decrease  of  more 
than  $86  million  from  the  fiscal  year  1993  level,  but  about  the  same  amount 
spent  in  fiscal  year  1992. 

Public  Law  102-405,  enacted  in  1992,  gives  your  Committee — and  the 
House  Committee  on  Veterans'  Affairs — responsibility  for  authorizing  major 
VA  medical  construction  projects.  Over  the  years,  the  Congress  and  VA  have 
made  numerous  attempts  to  control  the  costs  and  improve  the  management  of 
the  major  construction  program.  We  would  like  to  focus  on  several  issues  that 
could  influence  your  Committee's  deliberations  as  you  fulfill  your  oversight 
responsibilities. 

Determining  how  construction  funds  are  spent  is  a  complex  process.  VA 
develops,  and  annually  updates,  a  5-year  plan  for  the  construction,  replacement, 
and  alteration  of  medical  facilities.  The  5-year  plan  is  based  on  input  from  each 
VA  medical  center  as  to  its  deficiencies,  maintenance  needs,  and  desired 
improvements.  VA  has  a  complex  prioritization  methodology  that  assigns  a 
weighted  numerical  score  to  each  proposed  project  based  on  a  series  of  criteria, 
such  as  the  type  of  project  (e.g.,  office  space  or  patient  care  space)  and  type 
of  improvement  (e.g.,  correction  of  life  safety  deficiencies  or  modernization). 
This  methodology  yields  a  VA-wide  priority  list. 

While  this  list  is  the  starting  point  for  the  budget  process,  there  is  no  direct 
link  between  the  priority  list  and  VA's  major  construction  budget  request.  This 
is  because  projects  may  be  in  different  stages  of  planning,  design,  and 
construction.  In  addition,  construction  projects  are  added  to  and  deleted  from 
the  budget  submitted  by  VA  throughout  the  congressional  appropriation 
process.  For  example,  in  fiscal  year  1991,  two-thirds  of  the  projects  receiving 
initial  funding  were  added  to  VA's  budget  during  the  congressional  appropria- 
tion process. 

Let  me  turn  now  to  some  of  the  potential  effects  that  reform  of  the  nation's 
health  care  system  could  have  on  VA  construction. 

National  Health  Financing  Reform  Could  Reduce  Demand  for 
Care  in  VA  Facilities 

As  we  and  the  Paralyzed  Veterans  of  America  have  recently  testified  before 
this  Committee,  any  program  that  would  expand  insurance  coverage  among 
veterans  could  substantially  reduce  demand  for  VA-sponsored  care.  For 
example,  under  a  nationwide  universal  coverage  plan,  we  estimate  that  demand 
for  VA  inpatient  care  could  drop  by  50  percent.  Likewise,  use  of  VA  outpatient 
care  could  drop  by  about  40  percent.  As  we  mentioned  at  your  March  31, 
healing,  these  estimates  are  based  only  on  expected  changes  in  behavior  by 
those  veterans  without  cither  public  or  private  insurance.  Health  reforms  could 
also  change  usage  patterns  of  those  veterans  already  covered  by  private  or 
public  insurance. 


"VA  is  seeking  $362,293,000  in  new  budget  authority  and  transfer  reprogramming  from  prior 
appropriations  of  S44, 227.000. 
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Reform  of  the  nation's  health  care  system  could  also  have  significant  effects 
on  demand  for  VA-supported  nursing  home  care.  Most  health  care  programs, 
other  than  VA  and  Medicaid,  currently  provide  limited  coverage  for  long-term 
nursing  home  care.  A  reformed  health  care  system  that  includes  long-term 
nursing  home  care  coverage  could  lead  to  a  decline  in  demand  for  VA- 
supported  care.  The  extent  of  the  decline  in  demand  for  VA  care  would  likely 
depend  on  the  extent  of  cost-sharing  imposed  under  any  new  program. 

Conversion  of  excess  hospital  beds  to  nursing  home  care  could  also  reduce 
the  need  for,  and  cost  of,  future  nursing  home  construction.  This  is  because  VA 
estimates  that  it  costs  about  half  as  much  to  convert  a  hospital  bed  to  a  nursing 
home  bed  as  it  does  to  construct  a  new  nursing  home  bed'1.  In  addition, 
conversions  of  excess  health  care  capacity  to  nursing  homes  can  generally  be 
accomplished  faster  than  new  construction. 

As  you  can  see,  health  reforms,  without  changes  in  VA  eligibility,  would 
likely  cause  a  significant  decline  in  demand  for  VA  health  care  services.  Such 
a  decline  could  create  significant  excess  capacity  in  VA  facilities. 

Reform  of  Va  Eligibility  Could  Affect  Demand  for  VA  Services 

Just  as  reform  of  the  nation's  health  care  system  could  affect  demand  for 
VA  health  care,  so  could  reform  of  the  VA  eligibility  system  itself.  This  issue 
is  likely  to  be  the  subject  of  extensive  debate  before  this  and  other  committees 
in  the  coming  year.  The  decisions  made  on  eligibility  reform,  like  the  decisions 
on  how  to  reform  the  nation's  health  care  system,  could  have  a  significant 
effect  on  future  demand  for  VA  health  care.  Let  me  explain. 

In  March  1992,  the  Deputy  Secretary  of  Veterans  Affairs  established  a  task 
force  on  eligibility  reform,  which  developed  four  alternative  proposals  for 
reforming  VA  health  care  eligibility.  The  task  force  predicted  widely  varying 
VA  workloads  depending  on  which,  if  any.  of  the  proposals  is  adopted.  For 
example,  the  predicted  number  of  inpatient  hospital  patients  treated  ranges  from 
I  million  to  3  million,  the  number  of  outpatient  visits  ranges  from  24  million 
to  57  million,  and  the  average  daily  census  of  long-term  care  patients  ranges 
from  70,000  to  593,000. 

Our  point  in  mentioning  these  numbers  is  not  to  comment  on  the  merits  or 
costs  of  the  various  eligibility  reform  options.  Rather,  we  want  to  emphasize 
the  uncertainty  that  surrounds  the  future  structure  of  the  VA  system.  Until  the 
Congress  decides  on  eligibility  reforms,  predicting  how  many  hospital  and 
nursing  home  beds  will  be  needed  in  the  future  or  how  large  outpatient  clinics 
should  be  is  impossible.  This  uncertainty  leads  us  to  conclude  that  construction 
of  additional  capacity  should  be  approached  with  caution  to  avoid  overbuilding. 

VA's  Role  under  National  Health  Reform  Could  Affect 
Construction  Design 

We  have  discussed  the  potential  effects  on  demand  for  VA  services 
assuming  that  VA  will  continue  to  be  available  as  a  supplement  to  other  health 
care  coverage.   However,  VA's  role  under  national  health  care  reform  is 
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frequently  discussed  in  terms  of  restructuring  VA  into  a  series  of  managed  care 
plans  that  would  compete  with  private  sector  plans. 

At  this  time,  we  would  like  to  briefly  discuss  a  limitation  in  the  VA  system 
that  could  cripple  its  hopes  of  effectively  competing  with  private  sector  plans, 
and  the  dilemma  this  limitation  creates  for  this  Committee  in  deciding  whether 
to  proceed  with  construction  of  hospitals  as  currently  designed.  That  limitation 
is  the  inability  of  VA  hospitals  and  clinics  to  provide  the  full  range  of  health 
care  services  needed  by  veterans  and  their  families. 

If  VA  facilities  arc  to  compete  as  managed  care  plans  under  a  national 
program,  they  would  likely  need  to  develop  the  capability  to  serve  women 
veterans  and  veterans'  dependents,  either  in  their  own  facilities  or  through 
contracts  with  community  facilities  or  sharing  agreements  with  military 
facilities.  As  you  know,  VA  has  made  great  strides  in  improving  care  for 
women  veterans,  but  many  VA  facilities  still  have  difficulty  in  providing 
adequate  privacy  to  women  patients.  More  importantly,  however,  VA  will  not 
provide  coverage  of  routine  pregnancies,  either  through  its  own  facilities  or 
contracts.  If  VA  is  to  attract  women  veterans  in  a  competitive  environment,  it 
will  have  to  better  address  their  health  care  needs. 

Similarly,  veterans  with  dependent  children  arc  unlikely  to  select  VA  as 
their  sole  source  of  health  care  because  VA  has  no  capability  to  provide  care 
to  children.  Without  developing  such  capabilities  either  in  its  own  facilities  or 
through  contracts  with  community  or  military  facilities,  a  VA  managed  care 
plan  would,  in  our  opinion,  be  unlikely  to  attract  veterans  with  dependent 
children. 

The  limitations  in  meeting  the  needs  of  women  veterans  and  dependent 
children  make  a  VA  managed  care  plan  attractive  primarily  to  single  male 
veterans. 

VA's  inability  to  provide  a  full  range  of  services  creates  a  dilemma 
concerning  the  authorization  of  construction  of  new  hospitals  that  have  already 
been  designed:  Should  VA  proceed  with  construction  or  renovation  of  facilities 
as  designed — that  is,  with  limited  capabilities  to  serve  the  broader  range  of 
patients  that  might  be  covered  under  a  managed  care  plan — or  delay  construc- 
tion until  decisions  are  made  on  VA's  role  under  national  health  care  reform? 

I  would  like  to  turn  now  to  one  of  the  recurring  factors  that  we  have  noticed 
concerning  VA's  construction  planning  process — inadequate  consideration  of 
alternatives  to  new  VA  construction. 

VA  Does  Not  Adequately  Consider  Unused  Community 
and  Military  Resources 

For  more  than  10  years,  we  have  been  recommending  that  VA  consider  the 
availability  of  community  and  state  nursing  homes  in  its  facility  construction 
process.  Using  such  resources  to  the  maximum  extent  possible  is  important 
because  care  in  community  nursing  homes  is  about  one-half  the  cost  of 
providing  care  in  VA  nursing  homes4.  Care  in  state  veterans'  homes  is  even 
more  cost-effective  for  VA;  VA  pays  about  $22  per  day  for  nursing  home  care 
in  state  veterans'  homes  and  pays  65  percent  of  the  cost  of  constructing  and 

In  fiscal  year  IW2.  average  obligations  per  patient  day  were  $1X4  for  VA  nursing  home 
care  units  and  SSS  for  community  nursing  homes 
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renovating  state  homes.  In  addition,  to  the  extent  VA  can  increase  its  use  of 
community  nursing  homes  and  state  veterans  homes,  it  can  avoid  the  costs  of 
constructing  VA  nursing  homes. 

While  most  of  our  past  work  has  focused  on  use  of  state  and  community 
nursing  homes  as  an  alternative  to  construction  of  VA  nursing  homes,  we 
found  during  recent  reviews  of  VA's  planning  for  the  construction  of  three 
medical  centers  that  existing  capacities  in  community  and  military  hospitals 
appear  adequate  for  meeting  VA's  acute  care  needs.  One  common  feature  of 
all  three  projects  is  that  the  veteran  population  is  split  between  two  or  more 
major  population  centers;  thus  adequately  serving  veterans  at  one  VA  facility 
is  difficult.  I  would  add  that  this  same  feature  would  contribute  to  larger 
declines  in  demand  for  VA  care  under  a  universal  health  care  insurance  plan 
because  veterans  would  be  given  health  care  options  closer  to  their  homes. 

•  In  Northern  California,  the  veteran  population  is  roughly  split  between 
the  East  Bay  (Oakland)  and  Sacramento  areas,  which  are  about  70  miles 
apart.  Although  there  is  no  VA  inpatient  hospital  capacity  in  the  northern 
California  catchment  area  as  a  result  of  the  closure  in  1991  of  the 
Martinez  medical  center,  there  is  significant  unused  capacity  in  commu- 
nity hospitals  near  the  Oakland.  Martinez,  and  Sacramento  VA  outpatient 
clinics.  For  example,  two  private  hospitals  within  10-15  miles  of  the 
Martinez  clinic  told  VA  officials  in  1991,  shortly  before  the  Martinez 
medical  center  closed,  that  they  each  had  adequate  capacity  to  absorb  the 
entire  Martinez  medical,  surgical,  and  neurological  workload.  Similarly, 
officials  at  the  University  of  California  (Davis)  hospital  in  Sacramento 
told  us  that  they  arc  expanding  the  facility  and  would  consider  leasing 
part  of  the  planned  bed  tower  to  VA  for  an  indefinite  period. 

•  In  east  central  Florida,  the  veteran  population  is  split  among  three 
population  centers — Orlando.  Daytona  Beach,  and  Cocoa  Melbourne.  The 
nearest  VA  medical  centers  are  in  Tampa,  about  80  miles  west  of 
Orlando,  and  Gainesville,  about  100  miles  northwest  of  Daytona  Beach. 
There  are,  however,  about  2,100  empty  community  hospital  beds  in  the 
Orlando  and  Cocoa/Melbourne  areas  on  any  given  day,  a  local  health 
planning  agency  official  told  us.  Occupancy  rates  at  community  hospitals 
are,  he  said,  frequently  below  50  percent.  Similarly,  a  Volusia  County 
(Daytona  Beach)  official  told  VA  officials  in  1991  that  an  entire  300-bed 
hospital  was  available  for  VA  use.  Finally,  the  Orlando  Naval  Hospital — 
included  on  the  proposed  Department  of  Defense  base  closure  list — has 
unused  capacity. 

•  In  Hawaii,  about  25  percent  of  the  veteran  population  lives  on  the  outer 
islands.  Because  there  is  no  VA  hospital  in  Hawaii,  veterans  are 
authorized  to  use  either  the  Tripler  Army  Medical  Center,  which  was 
renovated  in  the  late  1980's  with  adequate  capacity  to  meet  VA's  current 
and  anticipated  needs,  or  community  hospitals  on  Oahu  and  the  outer 
islands.  The  administrator  of  Hawaii's  health  planning  agency  told  us  that 
there  is  no  shortage  of  acute  care  beds  in  Hawaii.  Excess  capacity  is  so 
prevalent  that  local  officials  estimate  that  it  could  be  as  long  as  15  years 
before  a  certificate  of  need  is  approved  by  the  health  planning  agency  for 
construction  of  additional  acute  care  capacity. 

While  none  of  the  three  areas  I  just  described  has  a  VA  hospital,  each  area 
appears  to  have  adequate  capacity   in   its  nearby  community  and  military 
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hospitals  to  meet  VA's  needs.  However,  the  cost  advantages  of  providing 
inpatient  hospital  care  in  community  facilities  arc  not  as  clear  as  the  advantages 
of  providing  nursing  home  care  in  community  nursing  homes.  As  this 
Committee  has  discussed  in  prior  hearings,  reliable  data  are  not  available  to 
show  whether  providing  care  in  VA  hospitals  is  less  costly  than  in  private 
sector  hospitals. 

Mr.  Chairman,  the  Congress  faces  a  dilemma:  If  VA  hospitals  are  built  to 
meet  the  current  health  care  needs  of  veterans  in  these  three  areas,  the  hospitals 
could  have  significant  excess  capacity  before  they  even  open.  In  addition,  VA 
would  be  faced  with  the  task  of  designing  facilities  without  knowing  what 
patient  population  the  facility  is  going  to  serve — veterans  or  veterans  and  their 
families.  On  the  other  hand,  if  construction  is  put  off  until  health  care  reforms 
take  shape,  efforts  to  meet  the  health  care  needs  of  an  aging  veteran  population 
would  be  delayed. 

Demonstration  Projects  Could  Improve  Veterans  Access  to 
Acute  Care  While  Decisions  Are  Made  on  Reforms 

One  way  of  dealing  with  the  dilemma  of  additional  VA  capacity  would  be 
to  test  alternative  means  of  meeting  the  health  care  needs  of  veterans  and 
improving  access  to  hospital  care.  For  example,  the  acknowledged  excess 
hospital  capacities  in  the  non-VA  sector  in  Northern  California,  east  central 
Florida,  and  Hawaii  provide  excellent  opportunities  to  test  the  feasibility  of 
contracting  for  inpatient  care  at  community  or  military  hospitals. 

By  contracting  for  such  care  in  hospitals  in  Orlando,  Daytona  Beach,  and 
Cocoa/Melbourne,  veterans  in  all  three  communities  could  obtain  hospital  care 
close  to  their  homes.  Similarly,  because  VA  operates  Northern  California 
outpatient  clinics  in  Oakland,  Sacramento,  Martinez,  and  Redding,  VA  could 
contract  to  meet  the  inpatient  care  needs  of  veterans  in  each  community. 
Finally,  as  we  pointed  out  in  our  report  on  a  possible  VA  hospital  in  Hawaii, 
VA  could  enter  into  a  joint  venture  with  DOD  at  the  Tripler  Army  medical 
center  to  meet  the  hospital  care  needs  of  veterans  living  on  Oahu  and  continue 
to  meet  the  hospital  needs  of  veterans  on  the  outer  islands  through  contracts 
with  community  hospitals.5 

Several  treatment  options  for  veterans  could  be  tested.  Under  one  option, 
VA  physicians  from  an  outpatient  clinic  could  obtain  patient  admitting  rights 
to  community  hospitals.  Such  an  option  was  proposed  by  one  of  the  hospitals 
offering  to  care  for  veterans  following  the  closure  of  the  Martinez  medical 
center.  The  private  hospitals  would  supply  nursing  and  other  personnel.  The 
VA  patients  could,  depending  on  the  contract,  be  treated  on  separate  wards  or 
interspersed  with  other  hospital  patients.  Another  option  would  be  for  VA  to 
contract  for  space  in  existing  facilities  and  staff  and  operate  the  space  itself. 
Yet  another  option  would  be  to  contract  for  all  inpatient  services. 

Demonstrations  such  as  these  could  (1)  test  the  cost-effectiveness  of 
alternative  delivery  methods  and  (2)  assess  differences  in  veteran  satisfaction 
under  the  options.  An  added  advantage,  if  VA  is  to  compete  with  private 
managed  care  plans  under  national  health  reform,  is  that  VA  would  be  able  to 
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provide  the  full  range  of  inpatient  services,  including  maternity  and  pediatric 
care,  through  contracts  with  local  hospitals. 

Problems  in  VA's  Major  Construction  Program 

Before  closing,  I  would  like  to  briefly  discuss  some  of  the  other  problems 
we  sec  in  VA's  major  construction  program: 

•  First,  external  factors  that  may  affect  demand  for  VA  services,  such  as 
insurance  coverage  and  the  income  of  local  veterans,  are  not  consistently 
considered  in  determining  the  need  for  and  size  of  VA  projects.  This  is 
especially  important  because  of  the  prospects  for  national  health  care 
reform  discussed  earlier. 

•  Second,  VA  projects  frequently  exceed  program  needs,  resulting  in  too 
many  beds  and  too  much  space  or  designs  that  are  too  costly 

The  final  problem  I  would  like  to  discuss  is  the  timing  of  construction 
funding.  When  funds  for  construction  of  a  project  are  provided  before  design 
work  is  completed — or  in  some  cases  before  it  is  started — certain  risks  arc 
created.  First,  the  project's  scope  may  expand  to  use  available  resources, 
increasing  the  cost  of  the  project  without  creating  an  overrun.  Second,  if  the 
funds  appropriated  are  not  adequate  to  cover  construction  costs  once  the  scope 
of  the  project  is  determined  and  design  development  is  completed,  then  (1)  cost 
overruns  may  occur  or  (2)  VA  may  be  unable  to  award  a  contract  within 
available  funding  limits.  Finally,  if  unforeseen  problems,  such  as  an  under- 
ground spring,  are  identified  as  the  designs  are  refined,  project  costs  may 
increase,  leading  to  overruns.  In  such  cases,  delaying  funding  until  design 
development  is  complete  will  not  necessarily  reduce  the  cost  of  construction, 
but  would  provide  the  Congress  with  better  initial  estimates  of  construction 
costs,  potentially  reducing  the  incidence  of  cost  overruns. 

In  summary.  Mr.  Chairman,  VA,  like  other  federal  departments  and 
agencies,  is  likely  to  face  severe  budget  constraints  during  the  next  several 
years.  Because  of  the  uncertainty  concerning  the  future  demand  for  VA 
services  and  the  types  of  services  VA  will  be  expected  to  provide,  we  believe 
that  delaying  most  construction  of  additional  capacity  until  the  effects  of  health 
care  and  eligibility  reforms  can  be  more  fully  assessed  and  VA's  role  in  the 
reformed  health  care  system  is  determined  would  be  prudent.  Doing  so  would 
free  up  funds  for  deficit  reduction  or  other  purposes  without  affecting  current 
VA  health  care  services  and  also  prevent  construction  of  VA  facilities  that 
could  quickly  lead  to  excess  capacity  or  facilities  that  are  not  designed  to  meet 
VA's  role  in  the  reformed  health  care  system. 

To  prevent  construction  delays  from  adversely  affecting  veterans,  the 
Congress  could  authorize  VA  to  conduct  one  or  more  demonstration  projects 
to  test  the  concept  of  contracting  for  acute  care  services  in  community  facilities 
in  proximity  to  VA  outpatient  clinics.  Such  demonstrations  would  appear  to 
offer  several  advantages:  ( 1 )  they  would  test  a  VA  managed  care  structure 
centered  around  its  outpatient  clinics,  (2)  they  would  improve  access  to  VA 
care  for  veterans  in  the  affected  communities,  and  (3)  they  would  more  fully 
utilize  existing  hospital  beds  in  the  affected  communities. 
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Mr.  Chairman,  this  concludes  my  prepared  statement.  We  will  be  happy  to 
answer  any  questions  that  you  or  the  other  members  of  the  Committee  may 
have. 


PREPARED  STATEMENT  OF  MARJORIE  R.  QUANDT,  FORMER 
EXECUTIVE  DIRECTOR,  COMMISSION  ON  THE  FUTURE  STRUC- 
TURE OF  VETERANS  HEALTH  CARE 

Mr.  Chairman,  you  requested  I  review  the  Construction  Program  of  DVA 
as  it  pertains  to  your  authorization  of  major  medical  facilities,  major  medical 
lease  projects,  the  enhanced  use  lease  program  and  GAO's  suggestion  to  limit 
acute  care  construction.  My  comments  will  be  based  on  the  work  of  the 
Commission  on  the  Future  Structure  of  Veterans  Health  Care  (CFSVHC)  and 
my  experience  in  various  assignments  while  an  employee  of  DVA. 

The  physical  plant  assets  of  DVA's  VHA  approach  in  value  the  cost  of 
operating  the  system.  These  assets  represent  almost  $14  billion.  Because  of 
slippage  in  maintenance  and  repair,  age  of  buildings  and  shifts  in  veteran 
demography  it  would  cost  more  than  $1 1  billion  to  update  existing  buildings. 
It  would  require  more  than  another  $1.2  billion  to  correct  the  minor  miscella- 
neous and  non-recurring  maintenance  projects  in  facilities.  The  equipment 
backlogs  are  almost  one  billion  dollars.  Annual  budget  appropriations  in  both 
Construction  and  VHA  have  not  approached  full  funding. 

CFSVHC  Recommendations  and  Rationale 

When  I  testified  before  the  House  Veterans  Affairs  Committee  in  March  of 
this  year,  a  reviewer  suggested  that  I  was  too  harsh  on  the  construction  activity. 
My  comments  were  based  on  the  very  complete  PROCEEDINGS  of  the 
CFSVHC.  Statements  such  as  "goofiness"  and  "out  of  control"  are  to  be  found 
in  the  discussions. 

Commission  members  with  considerable  experience  in  managing  construc- 
tion of  health  care  facilities  were  appalled  at  a  system  they  found  to  be 
inflexible,  cumbersome,  uncoordinated  and  not  necessarily  responsive  to 
veteran  needs.  They  voiced  a  concern  that  the  construction  program  had  gone 
too  far  and  now  that  it  was  urgent  to  find  money  to  keep  clinical  care  up  to 
date  and  of  quality  the  construction  system  could  not  be  tolerated  any  longer. 
There  was  complete  lack  of  confidence  on  the  part  of  some  Commissioners  that 
VA  could  build  in  a  reasonable  range  of  time.  Adoption  of  a  protocol  closer 
to  that  in  the  private  sector  was  deemed  a  necessary  solution.  There  was  a  firm 
belief  by  all  Commissioners  that  local  management  should  have  considerably 
more  responsibility  in  construction  and  be  held  accountable  to  bring  projects 
to  fruition  on  time  and  within  budget.  If  done  under  budget  and  still  meet 
requirements,  there  should  be  an  incentive  reward  system.  Maximum  flexibility 
was  to  be  given  to  local  and  national  managers  in  terms  of  delivery  of  service. 
Locking  into  expensive  facilities  which  tend  to  control  access  and  cost  of  care 
are  to  be  avoided. 

The  strategies  of  eligibility  for  care,  the  health  care  program  to  be  offered 
and  construction  must  be  interlinked.  The  health  care  program  discussed  by  the 
Commission  opted  for  more  long-term  care,  home  care  and  outpatient  as 
opposed  to  in-hospital  aspects.  Construction  in  the  future  was  to  be  driven  by 
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the  eligible  population  and  appropriate  care  as  opposed  to  perceived  log  rolling 
and  narcissistic  objectives.  Construction  of  a  facility  was  an  absolute  last  resort 
after  leasing,  sharing  or  buying  existing  space  was  considered. 

Commissioners  came  to  the  conclusion  that  change  was  necessary  after  they 
realized  the  large  number  of  FTEE  in  the  Office  of  Facilities  did  not  actually 
design,  engineer  or  construct  anything.  Commissioners  were  disconcerted  by 
the  seemingly  excessive  costs  of  VA  construction  compared  to  private  sector 
efforts.  Nursing  home  beds  in  DVA  were  found  to  be  72%  higher  than  those 
constructed  in  the  private  sector.  Parking  garages  were  159%  more  expensive. 
Similar  excesses  were  found  in  additions  to  clinics  or  building  of  satellite 
clinics  (64%  and  40%  respectively).  Forcing  a  Veterans  Benefit  Administration 
(VBA)  office  into  a  co-location  increased  that  office  space  78%  over  a  private 
sector  office  building  if  the  VBA  space  was  built  in  the  hospital  envelop.  Even 
the  so-called  "soft  costs"  of  DVA  were  73%  higher  than  non-federal  soft  costs. 
Despite  its  large  staff  in  Construct  ion  Management  and  other  peripheral 
offices,  DVA  spends  large  amounts  on  such  activities  as  the  advanced  planning 
fund,  design  fund  and  technical  services.  The  ten  percent  technical  services 
amount  to  over  $25  million  in  FY  1994. 

In  comparing  the  budgeted  cost  of  the  Martinez  VAMC  replacement  facility 
against  a  critical  care  referral  center  in  Denver,  Mr.  David  Wallace.  Dallas, 
Texas,  a  former  Schedule  C  employee  of  the  Bush  Administration,  calculated 
DVA's  cost  for  a  less  complex  hospital  will  be  141%  higher  than  the  private 
sector  medical  center.  The  graphic  difference  is  $427,697  per  bed  in  VA  as 
opposed  to  $309,912  per  bed  in  the  other  more  sophisticated  facility. 

Another  excellent  illustration  of  what  bothered  Commissioners  is  to  be  seen 
in  the  case  study  of  the  Martinez  OPC  on  the  following  page.  It  can  be 
considered  an  early  impact  of  the  Commission  since  it  was  handled  as  a 
commercial  design-build  contract. 

Martinez  Outpatient  Clinic  Case  Study 


VA  PROJECT  COSTS: 

Clinic  and 
Energy  Plant 

Sitework 

Parking 

TOTAL 
COST 

Basic  Building  Cost 

$16,770,000 
($231 /sf) 

$3,069,000 

$285,000 
($2,500/space) 

$20,124,000 

Pre-Design  Allow. 

$1,677,000 

$307,000 

$28,500 

$2,012,500 

Technical  Service 

$2,176,000 

$387,000 

$37,000 

$2,600,000 

Construction  Mgmt. 

$691,500 

$110,500 

$10,500 

$812,500 

Contingencies 

$1,036,000 

$184,000 

$17,500 

$1,237,500 

Escalation 

$2,189,000 

$320,000 

$39,500 

$2,548,500 

Market  Conditions 

$1,197,000 

$213,000 

$20,500 

$1,430,500 

VA  COS'l  ANALYSIS: 

$25,736,500 

$4,590,500 

$438,500 

$30,765,500 

($333/sf) 

($60/sf) 

($3,850/space) 

($403/sf) 
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Commercial  Bid 

Clinic  &  En- 
ergy Plant 

Sitework 

Parking 

TOTAL 
COST 

Commercial  Design- 
Build  (industry 
standards)-76,311sf 

114 
spaces 

$12,100,000 

($1 59/sf) 

(includes 
$1,500,000 
tech  serv.) 

$869,000 

(included  in 
"project  cost"- 
column  1) 

$12,969,000 

DIFFERENCE: 

$13,636,500 
($1 79/sf) 

$3,721,500 

*to  column  1 

$17,796,500 

($233/sf) 

SOURCE:  Mr.  David  Wallace,  Dallas,  Texas,  4-28-93 


As  a  result  of  its  findings  the  Commission  made  two  major  recommenda- 
tions: 

Recom.  3d  That  VA  develop  alternatives  to  the  current  construction 
program,  such  as  leasing,  lease  purchasing  and  sharing.  Where  VA  construction 
is  appropriate,  new  procedures  should  be  implemented. 

Recom.  3e — That  VA  rely  on  leasing,  lease  purchasing  and  sharing  of 
medical  equipment — where  feasible — rather  than  purchasing. 

Delegate  to  the  Lowest  Operating  Level 

The  Commission  envisioned  that  a  very  small  DAS/F  would  be  comprised 
of  perhaps  100  FTEE.  Its  function  would  be  limited  to  researching  design  and 
construction  methods,  technical  consulting  and  reviewing  deviations  from 
standard,  commercial  specifications.  The  office  would  assist  in  rolling  up  the 
annual  construction  budget  request.  The  Commission  truly  meant  to  delegate 
more  authority  to  geographic  (veteran)  service  area  managers  and  local  facility 
directors  to  simplify  and  to  streamline  project  development  and  completion. 
This  level  of  delegation  would  obviate  the  need  for  the  large  number  of  FTEE 
now  in  VACO  supporting  the  construction  activity.  Compliance  or  oversight 
would  come  from  several  offices:  VHA  operations,  the  Inspector  General,  the 
Deputy  Assistant  Secretary  for  Acquisition  and  Materiel  Management,  the 
DAS/F  through  consultation  and  the  so-called  Memo  of  Agreement  for  a  firm 
project  price.  In  fairness,  Commissioners  also  believed  other  elements  of 
VACO,  including  VHA  and  Regional  Director  Offices,  should  have  less  to  do 
with  field  facility  operations  and  management.  Those  offices  would  also  shrink. 

It  will  take  time  to  arnve  at  such  a  sweeping  reorganization.  Until  then  there 
must  be  more  personnel  with  commercial  development,  construction  and 
leasing  experience.  If  the  Committee  will  review  the  most  recent  Independent 
Budget  prepared  by  the  major  veterans  service  organizations  you  will  find 
similar  recommendations.  The  ensuing  re-organization  should  be  considered  a 
temporary  step. 


Training  Programs  Needed 

If  there  is  to  be  more  delegation  to  local  management  to  carry  out 
construction  or  modernization,  there  is  need  for  training  of  field  personnel. 
Directors  must  be  trained  to  total  asset  management,  not  only  staff  and 
supplies,  but  physical  plant  and  land  in  order  to  meet  local  veteran  population 
needs  with  quality  and  economy. 
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Engineers,  their  staffs,  and  contract  specialists  require  greater  training  in 
contract  administration  and  compliance.  Some  increased  costs  are  caused  by  a 
reluctance  to  get  rid  of  an  improperly  performing  contractor.  I  would  not  want 
DVA  to  return  to  the  instances  of  the  Blackhawk  Construction  problems. 

Authorize  with  Caution 

Mr.  Chairman,  recall  that  the  CFSVHC  recognized  an  interrelationship 
among  eligibility,  the  components  of  the  health  care  program  and  construction. 
The  issue  of  eligibility-called  eligibility  reform-is  not  yet  settled,  nor  are  the 
components  to  be  offered  in  the  health  care  program.  The  former  Secretary  and 
former  Acting  Secretary  required  a  VHA  National  Health  Care  Plan  which 
would  assign  missions  to  facilities.  These  have  yet  to  be  accomplished.  In  my 
opinion  the  latest  version  of  the  plan  is  status  quo  in  new  sound  bites.  It  is  not 
responsive  to  the  former  Secretary,  Acting  Secretary,  the  present  Secretary  or 
current  health  care  needs  of  the  veteran  population.  Construction  issues  cannot 
be  determined  logically  and  economically  until  the  other  two  issues  are  defined 
and  agreed  upon. 

Mr.  Chairman,  VHA  does  not  need  any  more  hospital  beds.  It  is  exactly  like 
the  private  sector;  to  care  for  its  patients  it  must  move  more  funds  into  nursing 
home  and  outpatient  care,  or  other  non-bed  alternatives.  (In  the  private  sector 
today,  acute  hospital  beds  may  account  for  less  than  half  of  revenue.  VHA  is 
nowhere  near  that  level  in  how  it  disburses  its  medical  care  allocation.)  In  my 
opinion,  based  on  demography  and  excess  VHA  beds  in  Florida  the  East 
Central  Florida  VAMC  should  not  be  constructed.  One  must  wonder  how  VHA 
will  fill  the  new  West  Palm  Beach  facility  when  it  comes  on  line.  I  predict  the 
same  problem  for  that  director  as  the  one  suffered  in  turn  by  the  directors  at 
Albuquerque,  Minneapolis,  and  Houston.  If  you  ever  build  East  Central  Florida 
a  similar  problem  will  exist.  The  veterans  of  Florida  would  be  better  served 
with  two  more  OPC/NHC  configurations  and  home  care,  with  acute  care 
provided  in  existing  VHA  facilities  or  contract  care. 

Another  part  of  your  dilemma  is  presently  beyond  your  control.  This 
Committee  has  studied  its  possible  impact  in  a  series  of  recent  hearings.  What 
role  will  the  White  House  Task  Force  on  Health  Care  Reform  define  for  DVA- 
VII A?  It  is  worth  remembering  that  Henry  Aaron,  Ph.D,  Brookings  Institution, 
predicts  VHA  will  lose  50  percent  of  its  acute  care  workload  if  universal 
coverage  becomes  national  policy.  Strategy  2000  sponsored  by  the  Paralyzed 
Veterans  of  America  came  to  a  similar  conclusion  as  did  the  CFSVHC 
although  for  a  different  reason. 

If  the  Committee  is  to  be  prudent  with  scarce  dollars  and  all  the  emphasis 
now  placed  on  reducing  the  deficit,  the  Committee  should  declare  a  moratorium 
on  major/replacement  hospital  construction  projects  until  the  interrelated  issues 
of  eligibility,  VHA  health  care  program  content,  and  DVA's  role  in  national 
health  care  reform  are  resolved.  The  only  exceptions  should  be  if  a  state  has 
no  VA  medical  care  facility  or  there  are  grave  patient  care  safety  issues  at  a 
VAMF.  Facility  Development  Plans  represent  a  multimillion  dollar  expenditure. 
I  believe  FDPs  should  be  halted  until  the  issue  of  eligibility  reform,  VAMF 
mission  and  the  VHA  role  in  health  care  reform  are  settled.  It  is  also  necessary 
that  the  most  current  demographic  and  epidemiologic  data  be  available  as  well 
as  the  most  current  1990  census  veteran  projections.  The  latter  is  still  not 
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available  to  VHA  and  major  projects  should  be  recomputed  based  on  these  new 
population  estimates. 

With  respect  to  specific  major  medical  program  and  major  lease  requests, 
you  might  consider: 

Anchorage-Elmendorf  joint  venture  disapprove  because  of  cost  of  beds  and 
the  fact  that  there  are  sufficient  hospital  beds  available  in  the  private  sector  for 
lease  or  use  on  negotiated  contract  hospitalization. 

Baltimore  nursing  home  authorize  as  a  delegated  project  to  the  private 
sector  for  design  build  as  a  guaranteed  maximum  price  facility.  This  should  be 
much  less  expensive  than  the  VA  building  plans. 

Lyons  VAMC  has  always  been  a  specialty  hospital  serving  one  of  the 
largest  metropolitan  areas.  To  the  extent  that  it  is  a  psychiatry  specialty  referral 
hospital,  and  these  needs  will  continue,  you  might  consider  this  project.  Some 
way  should  be  found  to  fast  track  construction  through  use  or  modification  of 
delegated  design-build. 

Memphis  should  be  referred  back  for  delegation  as  a  guaranteed  maximum 
price  design  build. 

Muskogee  has  been  cited  by  Congress  for  years  as  having  high  deficiencies. 
Design  development  was  to  be  completed  in  October  1991.  Any  further  delay 
merely  adds  to  the  gross  cost  because  of  inflation  or  interest. 

Palo  Alto  should  be  reviewed  for  any  impacts  of  the  new  cost  containment 
philosophy  or  design-build.  The  design  development  was  estimated  to  be 
complete  in  March  1993.  You  need  to  know  if  this  has  been  accomplished. 

Temple  was  being  considered  as  a  delegated  project  as  of  March  1993.  If 
so,  and  design  development  is  not  to  be  completed  until  November  1993,  the 
private  sector  may  reduce  cost  more. 

There  is  a  need  for  nursing  home  beds  in  the  system.  For  this  reason  I  favor 
the  Tuskegee  project,  but  it  should  be  authorized  as  a  private  sector  design 
build,  guaranteed  maximum  price.  I  believe  the  cost  will  be  considerably  less 
than  requested. 

I  have  no  problem  with  the  major  leases  requested.  A-any  of  the  clinics  are 
in  space  not  conducive  to  quality  care,  comfort  for  the  patient  or  efficiency  for 
the  staff,  this  is  especially  true  of  Redding,  Las  Vegas  and  Mayaguez. 

You  are  also  considering  modification  to  the  enhanced  use  lease  program. 
This  effort  has  been  a  considerable  disappointment  to  me  since  it  was  initiated 
in  the  Bush  Administration.  I  believe  that  local  directors  must  have  capability 
to  utilize  their  physical  plants  to  raise  funds  which  can  offset  budget  or  primary 
fund  allocation  shortfalls.  The  local  director  knows  best  what  these  possibilities 
are  not  some  ivory  tower,  remote  staffers  in  VACO.  With  well  written 
regulations  and  policies,  I  believe  the  field  can  carry  this  out  without  Central 
Office  staff  thereby  saving  6  FTEE  and  $623,000  in  the  MAMOE  budget 
request. 

Most  discussion  centers  on  hospital,  nursing  home,  and  outpatient  facilities 
with  the  accompanying  co-locations  of  VBA  and  parking  lots.  Ignored  is 
domiciliary  construction.  This  is  as  extravagant  for  the  purpose  of  the  program 
as  is  the  VA  Hospital  Building  System.  Why  some  of  these  beds  should  cost 
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$50,000  (more  than  a  private  sector  nursing  home)  and  far  more  than  other 
sheltered  living  programs  is  another  DVA  waste  of  funds.  The  domiciliary 
criteria  and  space  requirements  should  be  reviewed  for  more  modest  facilities 
which  can  still  provide  necessary  quality  care.  Further  the  size  is  questionable. 
In  the  late  1970s  a  decision  was  made  that  every  district  should  have  a 
domiciliary.  With  the  excess  beds  now  in  the  system  these  could  be  converted 
to  this  level  of  care  just  as  they  are  being  converted  to  nursing  home  beds.  The 
policy  which  forces  domiciliary  patients  away  from  their  community  was 
determined  to  be  unacceptable  at  least  15  years  ago. 

If  the  Committee  cannot  bring  itself  to  accept  a  moratorium,  it  must  demand 
of  DVA  that  any  modernization/replacement  construction  be  designed  for 
maximum  flexibility  over  the  life  span  of  the  facility.  Future  needs  will  require 
maximum  speed  to  change  the  use  of  a  floor,  bed  wing  or  clinic.  If  such 
changes  require  costly  modifications,  you  have  not  helped  the  taxpayer,  facility 
management  or  the  veteran  patient — the  most  important  element. 

Should  the  Committee  continue  to  authorize  in  this  intervening  time,  and 
you  do  not  obtain  buildings  designed  for  "multipurpose"  use  the  Committee 
must  recognize  it  is  authorizing  a-facility  designed  to  expensive,  inflexible 
standards^  not  something  that  is  quickly  adaptable  to  change  in  medical 
technology  or  shifts  in  the  delivery  system.  I  have  not  heard  that  DVA  has 
abandoned  the  VA  Hospital  Building  System  or  moved  to  embrace  leasing 
existing  private  sector  facilities.  This  Committee  would  better  serve  veterans 
if  it  stressed  new  OPC/NHC  projects  and  those  requests  that  improve  the 
infrastructure  of  existing  VAMC/Fs  until  three  very  major  health  policy 
decisions  pertaining  to  veterans  needs  are  made. 

In  effect  I  am  concurring  with  GAO  on  limiting  construction  of  acute  care 
facilities  until  the  policy  issues  are  settled.  I  would  hope  some  of  the  funds 
thus  reduced  in  the  FY  1994  budget  could  be  transferred  to  the  VHA  research 
program,  spent  on  the  decaying  infrastructure  of  hospitals  and  applied  to  a 
training  program  so  that  VAMC/F  staffs  can  accomplish  delegated  projects 
effectively  and  economically. 

This  concludes  my  testimony.  I  shall  be  happy  to  answer  questions,  if  there 
are  any,  Mr.  Chairman. 


PREPARED  STATEMENT  OF  TERRY  GRANDISON,  ASSOCIATE 
LEGISLATIVE  DIRECTOR,  PARALYZED  VETERANS  OF  AMERICA 

Mr.  Chairman  and  members  of  the  Committee,  on  behalf  of  the  members  of 
the  Paralyzed  Veterans  of  America  (PVA),  I  wish  to  thank  you  for  inviting  us 
to  participate  in  this  morning's  hearing.  I  will  focus  my  comments  today  on 
VA's  major  medical  construction  funding,  enhanced-use  lease  program,  Facility 
Development  Planning  Program  (FDPP),  and  Spinal  Cord  Injury  (SCI) 
construction  projects. 

Major  Medical  Construction 

The  Administration's  budget  request  for  the  Major  Construction  program  is 
$362.3  million.  The  Independent  Budget  for  Fiscal  year  1994  recommended 
$788.7  million  for  major  construction.  The  Independent  Budget  stated,  "If  the 
VA  were  to  receive  less  funding  in  FY  1994,  the  results  would  be  catastrophic 
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given  the  extended  replacement  eyclc  for  facilities,  rapidly  changing  clinical 
requirements,  and  the  existing  plant's  excessive  age."  PVA  entreats  this 
Committee  to  support  additional  funding  of  the  major  construction  program. 

The  veteran  population  has  reached  an  average  age  when  rapid  expansion 
of  long-term  care  services  is  absolutely  essential.  The  Administration's  budget 
includes  two  120-bcd  nursing  home  projects  at  Baltimore  (Loch  Raven)  and 
Tuskegee,  Alabama.  PVA  urges  the  completion  of  these  needed  facilities.  In 
addition.  PVA  recommends  funding  construction  of  four  additional  120  bed 
nursing  homes.  The  aging  veteran  population  necessitates  this  rate  of  nursing 
home  construction  through  the  1990s.  Moreover,  PVA  urges  VA  to  abandon 
its  use  of  outdated  and  poorly  designed  prototype  nursing  homes  and  pursue 
more  creative  options  for  constructing  quality,  cost  effective  facilities. 

The  VA's  construction  needs  for  maintenance  and  repair  is  representative 
of  the  desperate  condition  VA  facilities  are  in  today.  The  existing  physical 
plant,  much  of  which  was  constructed  in  the  1950s,  is  rapidly  deteriorating. 
The  VA  must  accelerate  renovation,  modernization  and  replacement  of  its 
infrastructure  to  meet  the  needs  of  its  aging  physical  plant.  The  continued 
erosion  in  VA  medical  facilities  severely  restricts  the  quantity  of  care  available 
and  severely  endangers  the  quality  of  medical  services  provided  to  the  veteran 
community.  The  problems  causing  this  erosion  are  basically  dollar-driven  and 
dollar  restricted  without  regard  to  any  proper  long-term  planning  process. 

Enhanced  Use  Leases 

I  Enhanced  use  leasing  is  an  arrangement  whereby  unoccupied  or  un- 
deroccupied  VA  facilities  agree  to  lease  space  to  an  external  party  for  an 
activity  that  will  benefit  VA.  PVA  strongly  urges  the  VA  to  exploit  the 
opportunity  of  enhanced  use  lease  arrangements.  The  veteran  population, 
especially  the  WW  II  and  Korean  war  cohorts,  are  reaching  advanced  age,  and 
will  require  access  to  nursing  homes.  However,  Congress  has  not  adequately 
funded  VA  to  construct  sufficient  nursing  home  capacity.  The  VA  should 
utilize  enhanced  use  leases  to  meet  the  growing  demand  of  the  aging  veteran 
population.  Currently,  VA  has  no  active  or  planned  "enhanced  use"  arrange- 
ments for  nursing  homes.  The  independent  Budget  advises  the  VA  to  add  960 
available  beds  to  its  daily  census  through  leasing  arrangements.  Albeit,  the 
leasing  of  nursing  home  facilities  is  an  interim  measure  that  VA  can  use  to 
make  up  for  the  system's  lack  of  nursing  home  facilities.  Nevertheless,  leasing 
does  not  release  Congress  and  the  VA  from  their  obligation  to  construct 
nursing  home  facilities  for  veterans. 

Facility  Development  Planning  Program 

PVA  agreed  with  some  of  the  findings  contained  in  the  General  Accounting 
Office  (GAO)  report  entitled  VA  Health  Care:  Actions  Needed  to  Control 
Major  Construction  Costs,  dated  February  1993.  PVA,  however,  takes  issue  to 
GAO's  finding  that  VA's  methods  for  identifying  and  priontizing  construction 
projects  are  reasonable.  The  VA  created  the  facility  Development  Planning 
Program  (FDPP)  in  FY  1987  to  identify  individual  medical  centers'  current  and 
projected  facility  needs.  The  implementation  of  this  program  was  predicted  to 
produce  an  accurate  system-wide  inventory  of  basic  facility  data.  However,  the 
FDPP  has  not  generated  reliable  facility  data. 


67 

The  FDPP  approach  docs  not  yield  accurate  data  in  a  format  VA  can 
analyze,  model  or  update,  as  the  system  and  the  veteran  population  changes. 
VA  posits  that  facility  development  plans  actually  provide  an  accurate  system- 
wide  inventory.  The  FY  1994  Independent  Budget's  assessment  of  the  FDPP 
does  not  show  that  it  has  achieved  these  objectives.  In  fact,  the  FDPP  approach 
is  costly  and  slow.  PVA  and  the  Independent  Budget  co-authors  recommend 
that  an  outside  party  evaluate  FDPP  and  recommend  a  plan  to  implement  a 
simple,  efficient,  and  cost-effective  process.  Such  a  process  should  profile  each 
VA  medical  center's  construction  needs  and  reduce  the  cost  and  time  required 
to  develop  individual  facility  development  plans.  VA  management  must  act 
immediately  to  prevent  further  wasteful  expenditures  based  upon  the  existing 
FDPP. 

VA  must  also  base  its  construction  programs  on  an  institutionalized  analysis 
of  its  national  construction  needs.  Unfortunately,  VA  has  not  developed  a 
process  to  determine  national  priorities.  Neither  has  VA  documented  each 
facility's  current  and  projected  needs.  According  to  the  Independent  Budget,  the 
absence  of  a  sound  basis  for  establishing  national  construction  priorities  is  a 
major  deficiency  in  VA  planning,  design,  and  construction.  Therefore,  it  is  not 
surprising  that  construction  projects  under  VA  take  too  long  t(?  complete.  The 
typical  time-line  for  major  construction  from  design  through  completion  is  ten 
years.  This  results  in  facilities  that  are  inadequate  from  the  time  they  are 
activated. 

In  1985,  Booz- Allen  Hamilton  completed  a  comprehensive  study  of  the 
VA's  organization  and  procedures  for  constructing  health  care  facilities.  While 
some  of  the  report's  recommendations  have  been  followed,  most  of  the 
systemic  problems  remain.  An  overly  complicated  and  costly  Facility 
Development  Planning  process  has  failed  to  provide  cost  effective  and  flexible 
planning  tools  to  respond  to  today's  fiscal  crisis,  and  the  changing  demograph- 
ics of  veterans.  The  VA  should  again  review  the  Booz-Allen  Hamilton 
recommendations  to  correct  system-wide  problems  in  the  offices  overseeing  the 
construction  program.  In  addition,  PVA  urges  a  resumption  of  the  quarterly 
VSO/VA  Construction  Forum  so  that  we  may  appropriately  monitor  the 
progress  of  much  needed  improvements. 

VA  must  develop  and  implement  an  efficient  facility-planning  design  and 
construction  process.  This  system  must  enable  the  VA  to  complete  construction 
projects  more  rapidly.  A  reasonable  and  commercially  practical  completion 
time  for  most  major  construction  projects  is  three  years. 

Furthermore,  the  VA  must  select  projects  according  to  strategic  priorities 
and  a  national  assessment  of  construction  requirements.  In  addition,  VA  must 
be  cost-effective  in  planning,  design,  construction,  and  administration.  Lastly, 
VA  has  to  identify  problems  quickly,  before  they  worsen,  by  monitoring 
departmental  performance,  quality,  timeliness,  and  cost. 

The  above  VA  deficiencies  can  be  cured  by  initiating  a  study  which 
identifies  veterans  by  their  demographic  areas.  The  study  would  provide  the 
VA  with  a  national  assessment  of  the  veteran  population  and  makeup.  More 
importantly,  the  VA  could  then  plan,  select,  and  design  its  construction  projects 
based  on  the  actual  and  identifiable  needs  of  veterans  throughout  the  country. 
PVA  strongly  urges  the  VA  to  follow  this  recommendation. 
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Spinal  Cord  Injury  Centers 

PVA  is  dedicated  to  the  completion  of  the  Tampa  SCI  construction  project. 
PVA,  for  almost  twenty-years,  has  discussed  the  need  for  modernization  and 
enlargement  of  this  center.  A  series  of  VA  planning  blunders  have  long  delayed 
the  construction  of  this  much  needed  clinical  wing  containing  the  expanded  SCI 
center.  Although  the  design  stage  of  the  project  is  complete,  the  required  funds 

needed  to  complete  the  project  have  not  been  approved.  PVA  strongly 
encourages  the  Congress  to  appropriate  the  necessary  funds  to  complete  the 
construction  of  this  clinical  addition  and  SCI  center  unit. 

Mr.  Chairman,  that  concludes  my  testimony.  I  will  be  pleased  to  answer  any 
questions  you  may  have. 


STATEMENT  OF  FRANK  C.  BUXTON,  DEPUTY  DIRECTOR, 

NATIONAL  VETERANS  AFFAIRS  AND  REHABILITATION 

COMMISSION,  THE  AMERICAN  LEGION 

Mr.  Chairman  and  members  of  the  Committee,  The  American  Legion 
appreciates  the  opportunity  to  offer  comments  on  VA's  medical  construction 
program  and  its  planning  process. 

Mr.  Chairman,  VA's  medical  construction  process  recently  experienced 
major  reorganization.  The  Office  of  Facilities  was  integrated  into  the  Veterans 
Health  Administration  (VHA).  This  realignment  unites  the  operation  of  VA's 
capital  facilities  program  with  the  design  and  construction  programs.  The 
Legion  believes  this  reorganization  will  create  a  cohesive  team  concept, 
focusing  on  VA's  prime  mission  of  serving  veterans. 

The  medical  construction  process  today  is  divided  into  three  major 
programs:  construction  management;  planning  and  resource  management;  and 
operations.  Each  unit  is  responsible  for  separate  performance  oversight  and 
program  operations.  The  change  created  the  Chief  Medical  Director's 
Construction  Advisory  Board  composed  of  senior  executives  within  VHA.  This 
Board  will  provide  expertise  on  a  wide  range  of  issues  at  specific  points  in  the 
VHA  construction  program.  The  Board  allows  for  representation  from  all  VHA 
components  with  specific  interests  in  the  construction  program. 

The  new  Board  will  address  education  and  training  priorities;  planning 
criteria  and  standards  for  VA  facilities;  construction  management;  construction 
planning  guidelines;  project  prioritization  methodology;  construction  budget; 
major  project  delegation;  minor/minor  miscellaneous  project  lists;  and  lease 
and  or  build.  VHA  will  continue  to  provide  specialized  contracting,  technical 
consultation  and  project  management  services  for  the  Veterans  Benefits 
Administration  and  the  National  Cemetery  System. 

The  former  VA  Office  of  Facilities  construction  program  ran  into  some 
serious  cost  overrun  problems  in  the  1980s  due  to  the  resizing  of  original 
hospital  plans  and  to  unbudgeted  add-on  items,  coupled  with  the  inability  of 
VHA  and  the  office  of  Facilities  to  make  timely  decisions.  The  recent 
reorganization  should  help  to  monitor  and  contain  project  costs.  Additionally, 
the  overall  economic  climate  of  the  construction  industry  has  led  to  a  recent 
trend  of  VA  receiving  competitive  project  bids. 
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This  major  change  allows  each  medical  center  to  play  a  primary  role  in  the 
major  construction  program,  throughout  the  design  and  construction  process. 
We  support  the  new  concept  as  a  positive  development. 

The  construction  program  must  be  well-managed  and  flexible  enough  to 
undertake  new  direction  to  meet  the  changing  needs  of  the  veteran  population, 
and  adequately  appropriated.  Reorganization  alone  will  not  resolve  VHA's 
construction  needs. 

Mr.  Chairman,  recent  construction  appropriations  for  major  projects  have  not 
kept  pace  with  existing  demands.  The  American  Legion  maintains  that  major 
construction  funding  should  be  set  at  no  less  than  $600  million  per  year 
through  the  balance  of  this  decade  to  permit  VA  to  complete  necessary 
renovation  and/or  modernization  projects  and  undertake  the  construction  of  new 
facilities. 

Historically,  the  VA  construction  program  placed  greater  emphasis  on 
inpatient  procedures,  while  overlooking  outpatient  capabilities.  Currently,  VHA 
is  developing  a  National  Health  Care  Plan  to  redefine  each  health  care  facility's 
mission,  in  terms  of  numbers  of  inpatient  beds,  outpatient  workloads,  individual 
programs  and  staffing  levels.  The  American  Legion  and  other  veterans  service 
organizations  have  urged  congress  and  VA  to  revisit  the  issue  of  VA  health 
care  eligibility  as  VA  develops  its  plan.  Once  this  plan  is  accepted  and  VA's 
Facility  Development  Plan  program  is  fully  funded,  a  realistic  priority 
construction  schedule  can  be  established. 

The  American  Legion  believes  that  should  its  Health  Care  Eligibility  Reform 
Proposal  become  law,  more  veterans  will  seek  VA  services.  If  direct  Medicare 
reimbursement  can  be  made  to  VA  and  other  innovative  financing  mechanisms 
accepted,  more  veterans  will  be  eligible  for  quality  health  care  and  treatment 
at  a  substantial  savings  to  the  government. 

We  reject  the  premise  put  forth  by  the  General  Accounting  Office  in  a  June 
1992  report,  that  expanding  alternative  health  insurance  options  for  veterans, 
under  universal  health  care  coverage,  will  reduce  demand  for  VA  care  by  up 
to  30  percent.  We  believe  that,  given  proper  financial  incentives  and  greater 
access  to  VA  medical  facilities,  more  veterans  will  seek  VA  treatment.  The 
Legion's  plan  calls  for  an  expanded  preventive  health  care  element  which 
would  encourage  outpatient  checkups  and  other  measures  to  treat  veterans  when 
they  first  become  ill  rather  than  waiting  until  some  extensive  inpatient  care  is 
required. 

Over  the  past  decade,  both  major  and  minor  construction  accounts  were 
seriously  under  funded.  Money  appropriated  for  minor  and  minor  miscellaneous 
construction  projects  was  diverted  within  the  Departments  to  help  pay  for  other 
priorities.  Now  these  programs  have  a  backlog  of  roughly  800  unfunded 
projects.  The  nonrecurring  maintenance  program  has  suffered  a  similar  fate.  We 
are  pleased  to  see  that  the  President's  economic  stimulus  package  has 
recognized  these  problems. 

Congress  and  VHA  must  work  together  to  reduce  the  tremendous  backlog 
in  minor/minor  miscellaneous  projects.  VA  has  an  aging  medical  infrastructure 
and,  without  adequate  construction  funding,  the  system  will  continue  to 
deteriorate  and  will  not  be  able  to  support  new  program  initiatives. 
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The  Legion  supports  VHA's  proposal  to  amend  USC  38,  seetion  8104,  and 
the  minor  construction  appropriation  language,  whieh  presently  limits  the  eost 
of  minor  construction  projects  to  S3  million  or  less.  That  recommendation,  to 
raise  the  limit  to  $5  million,  would  provide  for  more  efficient  project 
management  by  having  fewer  contracts  and  more  effective  contract  perfor- 
mance. All  of  the  projects  up  to  S5  million  would  be  delegated  to  the  medical 
centers,  providing  more  local  control.  Minor  renovation  projects  could  prove 
to  be  less  time  consuming  and  less  costly  if  the  proposal  were  enacted. 

Mr.  Chairman,  VI I A  has  planned  to  convert  up  to  5,000  under-utilized  acute 
care  hospital  beds  to  long-term  nursing  care  beds  between  FY  1987  and  FY 
1998.  VA  budget  documents  have  projected  approximately  3,000  such  bed 
conversions  through  FY  1993.  To  date,  approximately  1,600  such  bed 
conversions  have  been  accomplished.  VHA  is  currently  evaluating  a  cost/ 
benefit  analysis  of  maintaining  in-house  nursing  care  capabilities  versus 
contracting  out  such  services.  VHA  maintains  strict  criteria  for  staffing  nursing 
home  care  beds  and  is  extremely  cautious  with  regard  to  VA  nursing  care 
safety  standards.  The  American  Legion  believes  VHA  must  prepare  to  meet  the 
long-term  care  requirements  of  an  aging  veteran  population  and  develop  a 
consistent  policy  to  meet  its  patient  demands.  The  American  Legion  recom- 
mends a  thorough  review  of  long-term  care  requirements  within  VHA  and  the 
establishment  of  a  stable  policy  to  meet  such  demands. 

Mr.  Chairman,  that  concludes  our  statement. 


STATEMENT  OF  PAUL  S.  EGAN,  EXECUTIVE  DIRECTOR, 
VIETNAM  VETERANS  OF  AMERICA 

May  3,  1993 

Chairman  John  D.  Rockefeller  IV 
Senate  Committee  on  Veterans  '  Affairs 
414  Russell  Senate  Office  Building 
Washington.  DC.  20510 

Dear  Chairman  ROCKEFELLER:  Vietnam  Veterans  of  America,  Inc. 
appreciates  the  invitation  to  present  our  views  on  VA  construction  programs. 
While  we  are  unable  to  give  testimony  at  that  hearing,  we  ask  that  this  letter 
containing  our  thoughts  and  suggestions  be  submitted  for  the  Committee 
hearing  record.  We  have  several  recommendations  regarding  VA  construction 
and  the  broader  topic  of  health  care  planning  and  anticipated  future  demands 
on  the  VA  health  system. 

It  is  our  belief  that  health  care  planning  at  the  VA  must  be  coordinated  with 
a  national  health  system  when  enacted.  Given  the  anticipated  outflow  of  VA's 
acute  care  patients  estimated  at  approximately  50  percent  by  the  General 
Accounting  Office,  and  just  a  bit  less  by  the  Paralyzed  Veterans  of  America 
Strategy  2000  study.  It  is  impractical  to  expect  demand  for  these  existing 
facilities  to  remain  unchanged;  and  even  more  uncertain  are  VA's  predictions 
for  demand  at  facilities  proposed  for  construction.  VVA  contends  that  it  would 
be  prudent  for  Congress  to  suspend  major  construction  or  acquisition  of  new 
facilities,  until  such  time  as  their  need  can  be  substantiated  consistent  with 
consideration  of  the  effects  of  a  national  health  system.  Potentially  hundreds 
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of  millions  of  taxpayer  dollars  may  be  saved  by  simply  waiting  to  build 
facilities  until  their  future  utility  is  verified. 

As  the  February  1993  GAO  report  Actions  Needed  to  Control  Major 
Construction  Costs  notes,  VA  construction  projects  frequently  exceed  program 
needs  because  anticipated  local  demand  for  services  is  not  based  upon 
socioeconomic  characteristics  of  the  local  community's  veterans.  This  means 
that  VA  planning  fails  to  recognize  the  fact  that  lower  income  veterans  are 
more  likely  to  use  VA  services  than  those  with  health  insurance  or  the  means 
to  pay  for  private  sector  care.  As  we  have  stated  in  several  hearings  this  year, 
national  health  reform  will  dramatically  effect  demand  for  VA  service,  because 
poorer  veterans  will  have  the  means  to  access  non-VA  care.  Thus,  it  Is  critical 
that  an  institutional  realization  take  place  that  VA  will  lose  acute  care  patients 
when  national  health  reform  is  enacted,  and  plan  accordingly  for  future 
missions  and  anticipated  usage. 

With  the  advent  of  a  national  health  system,  VA  will  likely  need  less  acute 
care  facilities,  and  planning  should  be  conducted  accordingly  beginning  today. 
Until  we  know  exactly  how  health  system  changes  will  effect  VA  usage,  it  is 
illogical  to  spend  millions  of  federal  taxpayer  dollars  on  potentially  unneeded 
facilities  particularly  when  VA  construction  projects  generally  have  cost 
overruns  because  of  incomplete  planning  and  subsequent  mission  and  design 
changes. 

In  conclusion,  our  position  Is  in  agreement  with  the  recommendations  made 
by  GAO  in  the  aforementioned  study.  We  recommend  that  funds  that  would 
ordinanly  be  allocated  to  construction  for  FY  1994,  be  utilized  to  purchase  or 
replace  equipment  and  to  make  needed  safety  renovations  in  the  existing  VA 
health  facilities.  Also,  these  funds  should  be  spent  on  developing  the  infrastruc- 
ture that  will  undoubtedly  be  needed  to  address  rural  health  care  needs. 

Again,  thank  you  for  requesting  our  views  on  this  issue.  We  look  forward 
to  working  with  you  and  the  Committee. 

Sincerely, 

PAUL  S.  EGAN,  Executive  Director. 


WRITTEN  QUESTIONS  FROM  CHAIRMAN  ROCKEFELLER  TO  THE 
DEPARTMENT  OF  VETERANS  AFFAIRS  AND  THE  RESPONSES 

Question  1.  The  Independent  Budget  (IB)  for  Fiscal  year  1994  notes  that  the 
facility  development  planning  program  is  costly  and  slow,  and  that  it  does  not 
yield  accurate  data  in  a  format  VA  can  analyze,  model,  or  update  as  the  system 
and  the  veteran  population  change.  I  am  concerned  that  the  VA  construction 
program  be  able  to  document  each  of  its  facility'  s  current  and  projected  needs. 
I  also  am  concerned  that  VA  have  an  effective  system  for  determining  national 
priorities,  and  that  its  system  be  flexible  enough  to  handle  timely  any  changing 
department  demands.  How  do  you  respond  to  the  concerns  expressed  in  the  IB? 

Response.  The  costs  of  individual  FDP  studies  have  been  within  the  original 
target  of  $250,000  (1987  dollars)  per  FDP  and  the  average  cost  of  these  studies 
has  been  decreasing  as  the  result  of  recently  streamlining  the  process.  The 
investment  in  the  FDP  program  represents  0.3  percent  of  the  combined  value 
of  the  VA's  physical  plant  (S9.6  billion)  and  construction  projects  currently 
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identified  for  planning  or  in  design  (S3. 3  billion).  This  investment  in  up-front 
planning  is  both  prudent  and  cost  effective. 

109  studies  have  been  contracted  with  85  of  these  complete  and  another  24 
in  process;  55  remain  to  be  contracted.  The  overall  average  cost  of  all  FDPs 
contracted  to  date  is  about  $229,000  with  the  recent  FDPs  averaging  around 
$200,000.  Concomitantly,  there  has  been  reduction  in  the  time  to  complete 
studies  from  12-16  months  for  the  first  studies  to  under  9  months  for  recent 
studies. 

The  Facility  Development  Planning  (FDP)  program  is  providing  accurate 
data  in  a  format  that  supports  analysis  and  modeling  by  staff  at  all  levels  of  the 
organization.  The  current  FDP  base  of  information  is  now  used  extensively  to 
analyze  and  model  changing  departmental  demands.  A  recent  example  is  a 
report,  which  was  prepared  for  Congressional  information  in  January  1993,  that 
analyzed  the  impact  on  construction  requirements  of  a  15  percent  increase  in 
outpatient  workload  and  a  30  percent  decrease  in  inpatient  beds  across  the 
system.  The  report  listed  the  specific  construction  requirements  on  a  magnitude 
basis  to  effect  this  change  throughout  the  system. 

Another  recent  example  is  a  comprehensive  analysis  that  identified 
infrastructure  changes  required  to  support  the  evolution  of  primary  care/ 
managed  care  in  the  VA.  Utilizing  the  FDP  data  base  information,  this  analysis 
identified  specific  VAMC  facility  requirements  needed  to  support  primary  care. 
It  identified  a  list  of  potential  primary  care  actions  (renovation  and  new 
construction  and  leasing  for  new  system  access  points)  organized  by  VHA 
networks  and  their  respective  referral  patterns.  These  referral  patterns  are  based 
on  the  evaluation  of  historical  working  relationships,  geographic  proximity  and 
ease  of  access  among  facilities.  Due  to  the  flexibility  and  comprehensive  FDP 
data  base  information,  the  analysis  included  reducing  the  scope  of  some  actions 
to  focus  only  on  primary  care  needs.  This  analysis  allows  the  ranking  of 
construction  and  leasing  needs  within  and  across  networks  and  to  develop  a 
regionally  and  nationally  integrated  approach  to  construction  project  planning 
to  support  implementation  of  the  primary  care/managed  care  initiative. 

The  FDP  process  is  very  flexible.  Currently,  a  Network  Facility  Develop- 
ment Plan  (NFDP)  is  being  completed  for  the  Chicago  area  VAMCs,  using  the 
basic  FDP  process  approach.  The  NFDP  is  the  initial  step  and  an  essential  part 
of  identifying  the  physical  plant  requirements  to  implement  the  changes  in 
missions  and/or  programs  identified  by  the  VA  strategic  plan.  Hxperience  with 
the  Chicago  area  NFDP  shows  this  is  an  effective  process  to  foster  consolida- 
tion of  services,  elimination  of  redundant  capacities,  and  identification  of 
unnecessary  capital  improvements  projects  while  providing  for  facility 
improvements  that  contribute  to  functional  and  cost  effective  physical  facilities. 
VAMC  level  FDPs  for  the  Chicago  VAMCs  will  be  based  on  the  Chicago 
Network  FDP  and  will  provide  the  bridge  between  the  VA  strategic  planning 
and  specific  construction  and  maintenance  projects. 

VA  has  had  a  prioritization  methodology  in  use  since  1985  which  prioritizes 
major  construction  projects.  The  methodology  had  a  major  revision  in  1990  and 
is  undergoing  a  regular  biennial  review  in  1993.  This  year's  update  will  focus, 
among  other  things,  on  adjusting  the  methodology  to  meet  the  Secretary's 
strategic  goals  for  ambulatory  care  and  extended  care  programs.  A  methodol- 
ogy has  also  been  developed  and  is  used  to  prioritize  minor  and  NRM  projects. 


73 

This   methodology,   is   reviewed   annually   to    assure    it    is   consistent    with 
Departmental  priorities. 

To  significantly  improve  VA's  ability  to  use  the  data  base  information  for 
modeling  and  analysis  and  to  easily  maintain  and  update  the  base,  a  national 
FDP  information  system  is  being  developed  which  will  provide  computer  tools 
for  state-of-the-art  executive  decision  support.  Users  throughout  the  VA  will 
be  able  to  access  a  common  "corporate"  data  base  to  analyze,  model,  and 
define  the  facility  and  construction  requirements  to  support  strategic  health  care 
planning,  e.g.,  for  managed  care,  at  the  VAMC,  network,  region  and  national 
system  levels.  Changes  in  veteran  demographics  and  program  mix  can  be 
quickly  analyzed  with  their  associated  capital  costs  and  physical  plant  options 
to  determine  the  most  effective  strategies  to  meet  national  program  goals  at  the 
network  and  facility  levels. 

Question  2(a).  The  IB  recommends  that  VA  use  private  sector  construction 
standards  and  criteria  unless  the  facility  warrants  (and  requests)  "case-by-case" 
exception.  The  IB  also  recommends  that  VA  adopt  private  sector  standard 
space  criteria  and  grant  deviations  from  space  standards  only  when  justified. 
What  would  be  the  implications,  either  positive  or  negative,  of  such  action? 

Response.  The  IB  infers  that  there  are  accepted  "private  sector"  space  and 
construction  criteria  and  standards.  The  "private  sector,  however,  encompasses 
a  range  of  owners  with  greatly  differing  requirements  to  satisfy  their  varying 
goals  and  needs.  There  are  no  universally  or  even  commonly  agreed  upon 
standards  or  criteria  for  the  "private  sector."  When  we  refer  to  "private  sector," 
we  mean  those  groups  that  are  similar  or  comparable  to  the  VA's  health  care 
system  (e.g.,  Kaiser  Permanente,  university  medical  centers,  etc.). 

The  VA  routinely  examines  the  practices  of  private  health  care  facilities  in 
the  development  of  its  standards,  and  we  find  that  VA  standards  are  very 
comparable  to  those  used  by  similar  health  care  institutions.  VA  technical 
standards  reflect  or  refer  to  national,  state,  or  local  construction  codes  and 
standards.  For  example,  the  VA  uses  the  National  Electric  Code  and  the 
Uniform  Federal  Accessibility  Standards. 

VA  standards  are  based  on  the  principles  of  appropriate  quality,  functional 
and  operational  efficiency,  and  best  life  cycle  cost  benefit.  VA  standards  are 
not  necessarily  the  lowest  first  cost  nor  are  they  the  most  expensive  first  cost. 
VA  standards  are  continuously  reviewed,  revised,  and  improved  to  reach  the 
best  value  per  dollar  while  responding  to  the  users'  changing  needs  and  VA's 
legal  requirements.  VA  incorporates  lessons  learned  from  both  the  private  and 
public  sectors  when  updating  its  criteria  and  standards. 

When  developing  space  programs  for  facility  plans  and/or  construction 
projects,  medical  centers  are  granted  deviations  from  criteria  only  when  the 
requests  are  fully  justified.  The  process  is  designed  to  meet  the  diverse  needs 
across  the  spectrum  of  VA  facilities,  control  costs,  and  yet  allows  for 
innovation  in  program  concepts. 

As  indicated  below,  an  independent  study  is  presently  underway  to  compare 
VA  standards  with  private  sector  standards. 

Question  2(b)(i).  What  analysis  has  VA  done  to  compare  its  standards  and 
criteria  with  those  of  the  private  sector  and  other  Federal  agencies? 
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Response.  Beginning  in  February  1992,  the  VA  established  the  Cost  and 
Standards  Task  Force  to  review  VA  standards  and  criteria  to  address  the 
continuing  perception  that  VA  standards  and  criteria  are  "gold  plated,"  and  to 
improve  their  cost  effectiveness. 

The  Phase  1  Task  Force,  composed  of  VA  staff  and  private  consultants, 
reviewed  and  compared  VA  standards  and  criteria  with  ten  sets  of  similar,  non- 
VA  standards  and  criteria,  such  as  Department  of  Defense,  Kaiser  Permanente, 
and  CHI  Systems;  departmental  nct-to-gross  conversion  factors;  and  40 
executive  orders,  statutes,  and  regulations  with  which  VA  standards  and  criteria 
must  comply.  The  results  were  circulated  to  professionals  across  the  country 
for  review  and  comment. 

VA  contracted  with  the  National  Institute  of  Building  Sciences  (NIBS)  to 
conduct  Phase  2.  NIBS  convened  a  task  force,  composed  of  19  non-VA 
hospital  administrators,  nurses,  planners,  architects,  engineers,  contractors,  etc., 
to: 

Review  the  Phase  1  task  force  report  developed  by  VA  staff  and  private 
consultants  for  accuracy  and  completeness; 

Compare  and  evaluate  VA  design  and  construction  standards  and  criteria 
with  those  used  to  design  similar  private  sector  hospitals;  and 

Compare  project  costs  and  construction  methodologies  used  by  VA  with 
similar  private  sector  owners  for  the  purpose  of  reducing  cost  per  square  foot. 

The  Task  Force  is  currently  developing  a  draft  consensus  report  at  NIBS  for 
approval  by  the  task  force  members.  The  final  report  is  due  to  VA  in  mid-June 
1993.  Copies  will  be  made  available. 

Question  2(b)(ii).  How  do  the  VA  construction  standards  and  criteria  and  its 
space  criteria  compare  with  those  used  by  the  private  sector  and  other  federal 
agencies  for  similar  types  of  facilities'? 

Response.  Phase  1  of  the  Cost  and  Standards  Task  Force  study  revealed  that 
overall  VA  standards  and  criteria  are  very  similar  to  private  sector  construction 
standards  for  similar  medical  organizations.  It  identified  27  key  findings,  made 
45  specific  and  1 1  general  recommendations,  and  identified  40  space  criteria 
rooms  for  re-evaluation.  While  no  industry-wide  standards  or  methodology  exist 
for  net-to-gross  square  foot  conversions,  the  Task  Force  developed  and  adopted 
a  two-step  system.  Some  of  the  key  findings  include: 

VA  relies  on  national  standards  and  criteria  for  structural  design  criteria; 

91  percent  of  VA  mechanical  design  criteria  arc  the  same  as  the  private 
sector,  only  6  percent  exceed  private  sector  criteria; 

VA  hardware  specifications  generally  match  the  private  sector's  for  similar 
facilities; 

VA  standards  for  National  Cemeteries  are  comparable  to  existing  industry 
standards; 

22  percent  of  VA  space  criteria  exceed  private  sector  criteria,  18  percent  are 
below; 

Revisions  to  VA  elevator  standards  could  generate  significant  savings  (the 
VA  is  now  in  the  process  of  updating  these  standards);  and 
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The  VA's  Barrier  Free  Design  requirements  are  comparable  to  the 
Americans  with  Disabilities  Act  requirements  for  the  private  sector. 

The  Phase  2  report  being  prepared  by  NIBS  will  be  reviewed  VA-wide.  The 
VA  will  move  aggressively  to  evaluate  the  recommendations  and  to  make 
changes  where  appropriate;  however,  it  appears  that  VA  standards  are  very 
comparable  to  similar  private  sector  standards. 

Question  3(a).  The  IB  recommends  that  VA  implement  the  design-build 
concept  fully  in  the  construction  program,  and  that  VA  use  guaranteed 
maximum  price  for  the  more  sophisticated  hospital  replacement  projects.  What 
does  "design-build"  and  "guaranteed  maximum  price"  refer  to  in  the  construc- 
tion of  VA  facilities? 

Response.  Design-build  and  guaranteed  maximum  price  are  terms  that  refer 
to  two  different  techniques  used  in  the  construction  industry  for  delivering 
buildings. 

Design-build  is  a  process  where  a  firm  or  joint  venture  agrees  to  design  and 
construct  a  building  for  a  fixed  price  following  prescribed  standards,  specifica- 
tions and  developmental  drawings.  The  VA  uses  this  method  in  some  cases 
where  the  advantage  (typically  time  savings  not  cost  savings)  outweighs  the 
risk  (some  loss  of  product  control). 

Guaranteed  maximum  price  (GMP)  is  a  construction  industry  term  that 
refers  to  a  process  where  a  construction  management  (CM)  firm  will  agree, 
prior  to  total  completion  of  design,  to  construct  a  building  for  a  maximum 
price.  They  guarantee  this  price  unless  the  owner  changes  the  design.  No 
Federal  agency  that  directly  contracts  for  facilities  was  using  the  GMP  method 
of  delivery  the  last  time  we  checked. 

Rather  than  GMP,  the  VA  uses  the  "agency"  form  of  construction 
management  where  the  CM  firm  provides  consultant  services.  During  design 
these  services  include,  but  are  not  limited  to,  design  and  construction 
scheduling,  cost  estimating,  value  engineering,  design  constructability  reviews, 
project  phasing  and  market  surveys.  Once  a  construction  contract  has  been 
awarded,  the  CM  firm  will  be  the  VA's  agent  on  the  job  site.  The  CM  services 
during  construction  include  inspection  of  all  work  for  compliance  with  contract 
requirements.  The  CM  will  review  the  contractor's  submittal,  prepare 
construction  contract  changes  for  the  contracting  officer's  signature,  review  and 
analyze  claims,  monitor  compliance  with  safety  programs,  etc. 

Question  3(b).  How  do  you  respond  to  the  IB  recommendation? 

Response.  Design-build.  The  VA  has  had  significant  experience  with  the 
design-build  process.  In  fact,  we  have  used  design-build  since  the  1970's.  We 
are  currently  designing,  constructing  or  have  recently  completed  10  major 
projects  using  this  method. 

Our  experience  has  been  that  design-build  does  not  necessarily  save  money 
when  compared  to  the  traditional  design  and  construction  process.  Most  of  our 
design-build  projects  have  cost  about  the  same  as  traditional  construction.  Any 
cost  savings  have  generally  been  due  to  a  reduction  in  VA  standards  which  can 
ultimately  lead  to  higher  operational  and  maintenance  costs. 

Our  experience  shows  that  design-build  is  most  effective  and  saves  time  for 
less  complex  buildings  such  as  parking  garages,  warehouses,  laundries,  and 
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offices.  Facilities  can  open  sooner.  However,  one  of  the  big  factors  diminishing 
the  potential  time  savings  is  the  budget  process.  In  some  instances  we  can 
accomplish  much  of  the  design  while  budget  formulation  and  approval  is  taking 
place.  By  doing  this,  we  can  make  up  the  time  the  design-build  process  usually 
saves. 

Guaranteed  maximum  price  (GMP).  We  in  VA  are  well  aware  of  the  trend 
of  construction  management  firms  to  market  GMP  as  a  way  to  control  costs. 
The  GMP  process  places  cost  control  responsibility  ink  the  hands  of  a  private 
contractor  rather  than  the  Federal  agency.  Our  discussions  with  those  in  the 
construction  industry  confirm  that  private  contractors  are  generally  unwilling 
to  guarantee  a  maximum  price  at  a  point  prior  to  70-80  percent  design 
completion,  and  even  then  large  contingency  allowances  are  included  in  that 
guaranteed  price.  The  "guarantee"  is  removed  if  the  agency  wants  to  change 
the  design  (not  an  improbable  occurrence  in  the  dynamic  health  care  field). 
Furthermore,  Federal  Procurement  Regulations  and  laws  such  as  the  Competi- 
tion in  Contracting  Act  precludes  VA  from  using  GMP. 

Question  3(c).  If  VA  were  to  implement  the  design-build  concept  fully  in 
its  construction  program  and  use  the  guaranteed  maximum  price  for  the  more 
sophisticated  hospital  replacement  projects,  what  would  the  impact  be  with 
regard  to  (a)  quality  of  construction,  (b)  cost  of  construction,  (c)  time  for 
project  completion,  and  (d)  size  of  VA  construction  management  staff? 

Response.  The  VA  is  using  a  broad  mix  of  project  delivery  methods  for  its 
FY  1994  Major  Construction  Program  including:  traditional  design,  bid, 
construct;  design-build;  construction  manager;  fast  track  construction; 
delegation  to  local  medical  center;  and  joint  venture  with  the  Department  of 
Defense  and  the  General.  Services  Administration  (GSA).  We  believe  VA  is 
"optimizing"  the  use  of  both  construction  management  and  design-build. 

To  use  construction  management  and  design-build  "fully"  instead  of 
"optimizing"  their  use,  we  expect  construction  costs  would  rise  and  quality 
could  fall.  Design  time  already  invested  would  be  lost.  The  reasons  include: 

1.  For  GMP  contracts,  project  budgets  would  necessarily  reflect  construction 
manager  contingency  allowance  costs  which  VA  does  not  normally  include  in 
budgets. 

2.  Less  product  control  results  when  the  design-build  method  is  used. 
Although  construction  time  may  be  shortened,  post  construction  changes  and 
building  operating  costs  may  increase.  Initial  construction  cost  is  not  usually 
reduced  by  using  the  design-build  method  of  construction. 

3.  We  arc  already  using  design-build  and  the  agency  form  of  construction 
management  for  FY  1994  projects  where  appropriate.  Converting  all  projects 
to  design-build  or  the  GMP  form  of  construction  management  at  this  point 
would  delay  schedules  on  these  projects. 

Design-build  and  GMP  projects  still  require  design  reviews.  Federal  projects 
arc  not  subject  to  design  or  code  review  by  local  jurisdictions  as  is  private 
industry.  The  VA,  as  with  other  Federal  agencies,  handles  these  necessary 
reviews  with  in-housc  staff.  This  saves  tremendous  time  and  cost.  The  same  is 
true  for  inspections.  Design-build  efforts,  like  the  one  at  Martinez,  actually 
involve  more  management  personnel  than  our  traditional  projects.  We  do  not 
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envision    any    reduction    in    staff   for   either   design-build    or   construction 
management  using  GMP. 

Question  4(a).  What  does  "interstitial  space"  refer  to  in  the  construction  of 
VA  facilities? 

Response.  Interstitial  space,  as  used  by  VA,  refers  to  the  space  or  "Service 
Zone"  between  hospital  floors  (the  "Functional  Zone").  It  is  used  for  the 
distribution  of  the  mechanical,  electrical,  and  other  major  utility  systems.  It 
allows  engineering  staff  easy  access  to  the  these  systems  for  maintenance, 
repair  and  alterations  without  disrupting  or  shutting  down  the  patient  care  areas. 

Interstitial  space  is  only  one  of  the  three  basic  components  which  make  up 
the  Service  Module,  the  fundamental  unit  of  the  VA  Hospital  Building  System 
(VAHBS).  Each  unit  is  repeated  vertically  and  horizontally,  as  needed,  to  fulfill 
the  requirements  of  a  hospitafs-functional  program. 

Question  4(b)(i).  What,  if  any,  cost  does  the  use  of  interstitial  space  initially 
add  to  the  construction  of  a  facility? 

Response.  There  is  not  a  clear  answer  to  this  question,  and  there  are  varied 
opinions.  A  building  constructed  with  the  VAHBS  is  taller  and  thus  uses  a 
greater  quantity  of  building  matenals.  On  the  other  hand,  the  VAHBS,  which 
won  a  Federal  Design  Achievement  Award  for  engineering  in  1992,  can  be 
built  faster  than  traditional  designs  by  contractors  familiar  with  this  type  of 
construction.  They  can  work  faster  because  mechanical  and  electrical  trades  can 
be  working  (in  the  Service  Zone)  simultaneously  with  architectural  and  Finish 
trades  (in  the  Functional  Zone)  since  the  areas  are  separated.  Also,  the 
repetitive  nature  of  the  design  allows  contractors  to  build  faster.  In  addition, 
materials  can  be  procured  more  quickly  since  each  unit  contains  many  elements 
with  the  same  lengths  of  steel,  duct  work,  etc. 

Certain  individual  elements  within  the  total  building  system  may  be  more 
expensive,  but  other  individual  elements  and  labor  costs  may  be  less  costly. 
Higher  costs  may  occur  from  a  taller-building  requiring  longer  columns,  more 
stair  risers,  and  more  exterior  wall  surface.  In  the  VAHBS,  there  is  also  the 
additional  cost  of  the  walk-on  deck  of  the  interstitial  space  or  Service  Zone. 

The  VA  has  discussed  the  issue  of  first  cost  extensively  with  architects  and 
general  contractors.  Most  contractors  who  have  constructed  buildings  using  the 
VAHBS  have  reported  the  view  that  there  is'  no  added  cost  or  that  the 
additional  cost  of  construction  is  minimal  ($1.00-$2.00  per  square  foot). 

Question  4(b)(ii).  How  is  that  extra  cost  justified? 

Response.  The  walk-on  deck  is  two-hour  fire  rated  and  eliminates  the  need 
for  fire-proofing  the  floor  beams  for  the  Functional  Zone  or  for  providing 
dampers  for  most  duct  penetrations  of  the  deck.  The  deck  provides  a  platform 
for  mechanical  and  electrical  workers  during  construction.  This  eliminates  the 
cost  for  scaffolding  to  enable  workmen  to  reach  the  14  or  15  foot  heights 
above  the  floor  in  traditional  hospital  construction,  longer  bracing  for  stiffening 
door  bucks  and  partitions  between  floor  slabs,  seismic  bracing,  etc. 

These  advantages  all  serve  to  reduce  the  cost  of  constructing  interstitial 
space,  reduce  labor  costs,  and  speed  up  construction.  During  the  life  of  the 
building,  maintenance  is  simplified  and  less  expensive-,  and  renovations  can 
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be  accomplished  at  greater  speed  and  lower  costs  without  disturbing  occupied 
areas. 

Question  4(c)(i).  Is  interstitial  space  included  in  each  major  VA  project? 

Response.  Interstitial  space  is  not  used  in  every  major  project.  It  has  been 
considered  for  hospital  and  research  buildings. 

Question  4(c)(ii).  (If  not)  what  percentage  of  VA's  major  construction 
projects  have  used  interstitial  space  since  VA's  introduction  of  the  concept 
some  20  years  ago? 

Response.  Since  1971,  VA  has  constructed  only  3.3  percent  of  its  major 
projects  with  interstitial  space.  VA  constructed  4  older  hospitals  with  non-VA 
Hospital  Building  System  interstitial  space,  and  13  were  constructed  or  are 
under  construction  with  the  VA  Hospital  Building  System.  These  17  projects 
were  out  of  a  total  of  5 1 8  major  projects  that  have  been  funded. 

Question  4(e)(iii).  What  is  VA's  criteria  for  using  interstitial  space  in  thee 
construction  of  a  medical  facility? 

Response.  The  VA  considers  using  interstitial  space  on  all  new  or  replace- 
ment medical  centers,  research  buildings  and  large  clinical  projects.  VA 
believes  that  interstitial  space,  when  used  as  part  of  the  VAHBS,  offers  many 
advantages  over  conventional  construction  at  minimal  or  no  increase  in  first 
cost.  In  dynamically  changing,  technologically-complex  health  care  facilities, 
it  also  reduces  the  life  cycle  cost. 

Question  4(c)(iv).  List  the  major  construction  projects  in  which  VA  has  used 
interstitial  space,  and  estimate  over  what  percentage  of  each  project's  total  floor 
space  the  extra  space  was  provided. 

Response.  A  list  of  VA  projects  using  interstitial  space  follows.  All  projects 
except  Bronx  and  Martinsburg  used  the  VA  Hospital  Building  System  or 
interstitial  space  throughout.  These  two  earlier  projects  used  it  only  for  the 
lower  floors,  or  approximately  one  third  of  the  total  area. 


Location 

Date  Completed 

Albuquerque,  NM 

October  1 986 

Baltimore,  MD  (Phase  II) 

June  1992 

Bay  Pines,  FL 

February  1983 

Bronx.  NY* 

May  1980 

Dallas,  TX 

Under  Design 

Detroit,  Ml 

Under  Construction 

Houston,  TX 

August  1 992 

Loma  Linda,  CA 

September  1977 

Martinsburg,  WV 

November  1983 

Minneapolis.  MN 

August  1 987 

Pittsburgh  (UD).  PA 

Under  Construction 

Portland,  OR 

September  1 987 

Richmond,  VA 

June  1983 

San  Antonio,  TX* 

March  1973 

San  Diego,  CA* 

February  1971 

Seattle.  WA 

November  1 984 

West  Lost  Angeles,  CA* 

September  1976 

West  Palm  Beach,  FL 

Under  Construction 

*  Did  not  use  the  VA  Hospital  Building  System. 
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Question  5.  A  criticism  of  the  VA  construction  program  is  that  its 
construction  costs  are  much  higher  than  the  private  sector.  What  studies  have 
been  done  to  compare  the  cost  of  VA  construction  to  the  private  sector? 

Response.  In  1986,  the  Smith-Korach  study  compared  VA  hospital,  nursing 
home,  and  cemetery  construction  costs  to  those  of  the  private  sector.  The 
hospital  portion  of  the  study  compared  facilities  offering  services  similar  to 
VA,  community-based  tertiary  care  facilities  like  those  at  large  community 
teaching  hospitals.  VA  hospital  construction  costs,  after  correcting  for  Federal 
Mandate  Programs,  showed  a  5  percent  savings  when  compared  to  the  private 
sector. 

The  VA  nursing  home  program  was  compared  to  services  being  offered  by 
"for  profit"  nursing  home  operators.  The  study  noted  a  dramatic  contrast  in  the 
health  of  the  patients  being  served.  VA's  typical  nursing  home  patient  is  in 
poorer  health  than  his/her  private  sector  counterpart.  VA  nursing  home  patients 
are  usually  wheelchair  bound,  while  those  in  the  "for  profit"  private  sector  are 
more  ambulatory.  This  results  in  VA  having  to  build  a  "long  term  care 
facility,"  not  a  "for  profit"  private  sector  nursing  home.  VA  nursing  home 
construction  costs  reflect  this  higher  level  of  care  by  adding  requirements 
which,  together  with  the  additional  problems  of  having  to  build  on  sites  within 
existing  medical  centers,  cost  S39  per  square  foot  more  than  the  "for  profit" 
private  sector  nursing  homes. 

VA  cemeteries  cost  S27  more  per  grave  than  those  in  the  private  sector, 
largely  because  of  location  and  services  provided. 

At  the  conclusion  of  Phase  1  of  the  Cost  and  Standards  Task  Force  (see 
Question  2(b).),  it  was  determined  that  VA's  hospital  construction  costs  were 
in  line  with  those  of  the  private  sector,  based  on  construction  cost  data  from 
R.S.  Means,  a  nationally  recognized  estimating  authority.  The  Phase  2  draft 
report  indicates  that  VA  standards  are  within  industry  norms. 

Question  6.  The  construction  of  the  new  Martinez  outpatient  clinic  was 
accomplished  very  quickly.  To  what  do  you  attribute  this  success  and  what 
lessons  were  learned  which  can  be  applied  to  other  projects? 

Response.  The  outpatient  clinic  was  a  fast  track  project  designed  to  provide 
outpatient  services  to  the  Martinez  area  in  as  short  a  period  of  time  as  possible. 

The  closing  of  the  old  facility  focused  decision  making  for  all  of  VA.  We 
simply  could  not  "make  due"  with  the  existing  facility  while  going  through  the 
normal  budget  and  construction  process.  One  of  the  Department's  top  priorities 
was  to  reopen  a  facility  for  veterans  on  the  site.  In  addition,  local  publicity 
about  the  Martinez  closing  ensured  that  everyone  on  the  project  team,  including 
the  building  tradesman,  understood  the  goal. 

The  Office  of  Construction  Management  assigned  additional  resources  to 
coordinate  all  the  necessary  activities  required  to  successfully  replace  the 
outpatient  clinic  within  the  mandated  schedule.  This  intensive  effort  required 
a  greater  concentration  and  effort  by  Construction  Management  staff  to 
effectively  manage  the  project. 

The  schedule  took  priority  over  cost  and  quality  considerations.  VA  selected 
the  design-build  method  to  overlap  design  and  construction  activities  and  to 
speed  up  the  overall  time  it  took  to  build  the  new  clinic.  The  schedule  also 
accelerated  the  normal  client  decision  process,  i.e.,  decisions  had  to  be  made 
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much  sooner  in  the  process  and  much  more  quickly  than  in  a  traditional 
construction  project.  Further,  it  reduced  the  number  and  shortened  the  length 
of  in-house  design  reviews  both  for  the  Request  for  Proposal  preparation  and 
design-builder  reviews. 

Congress  appropriated  full  funding  for  the  facility  prior  to  the  start  of 
design.  This  eliminated  the  normal  budget  process  which  also  causes  delays  in 
the  normal  progression  of  VA  projects. 

The  VA  already  had  an  Architect/Engineer  (A/E)  under  contract.  We  could, 
therefore,  prepare  the  Request  for  Proposal  without  the  need  for  the  normal  A/E 
selection,  audit,  and  award  process  which  usually  takes  approximately  6 
months.  VA  selected  the  contractor  based  on  technical  qualifications  as  well  as 
cost  proposals.  This  meant  that  we  were  not  required  to  accept  the  low  bidder. 
This  led  to  better  performance  and  quality  control.  The  construction  market" 
in  California  was  quite  depressed  at  the  time  of  award  which  resulted  in  a  very 
favorable  bid  climate.  In  addition,  according  to  the  contractor,  extra  effort  was 
applied  to  make  his  proposal  competitive  as  this  project  would  be  a  "model" 
in  the  effort  to  obtain  business  from  other  health  care  providers  in  California, 
it  is  unlikely  that  the  VA  would  be  able  to  secure  as  favorable  a  bid  in  the 
future. 

The  Office  of  Construction  Management  will  be  monitoring  the  building 
carefully  in  the  future.  Because  of  the  quick  process,  some  users  are  now  not 
fully  satisfied  with  space  layouts  and  equipment.  The  speed  of  design  and 
construction  resulted  in  post-construction  changes  to  make  some  areas  fully 
functional. 

VA  has  demonstrated  that  with  a  clearly  focused  goal  we  are  able  to  quickly 
and  effectively  respond  to  a  specific  construction  need.  The  ability  of  the  VA 
to  proceed  quickly  was  also  facilitated  by  having  full  funding  much  earlier  and 
foregoing  the  normal  budget  process.  The  design-build  method  is  also  much 
more  staff  intensive  than  traditional  construction  in  order  to  be  successful.  The 
fast-track  design-build  process  may  not  be  applicable  in  all  situations,  but 
provides  another  construction  option  that  should  be  considered  in  future 
contracting  decisions. 

Question  7(a).  Briefly  outline  the  number  of  personnel  in  VA's  Office  of 
Construction  Management,  their  job  classification  categories,  and  general 
responsibilities. 

Response.  The  Office  of  Construction  Management  (CM)  has  417  employees 
in  permanent  positions  in  the  professional,  technical  and  administrative  fields 
ranging  in  grades  GS-3  through  ES-6.  There  are  299  employees  currently 
located  in  Central  Office,  while  the  remainder  are  located  at  approximately  48 
job  sites  nationwide. 

CM  staff  is  comprised  of  specialists  such  as  engineers  (civil,  mechanical, 
electrical,  structural,  and  general),  architects,  landscape  architects,  realty 
specialists,  estimators,  interior  designers,  computer  analysts,  and  contract 
specialists,  as  well  as  a  diversity  of  managerial  and  support  staff.  The  CM  staff 
is  responsible  for  the  VA's  major  construction  programs,  real  property 
acquisition,  space  management,  facilities  information  systems  and  continuing 
support  of  the  Veterans  Health  Administration,  Veterans  Benefits  Administra- 
tion, National  Cemetery  System  and  VA's  staff  offices  leasing  and  construction 
programs. 


Question  7(b).  How  do  VA's  personnel  levels  compare  with  similar 
organizations  in  other  departments  or  agencies? 

Response.  The  VA's  staffing  for  construction  related  activities  compares 
favorably  with  other  state  and  Federal  construction  programs.  Approximately 
two  years  ago,  the  State  of  Texas  conducted  a  study  comparing  state  and 
Federal  agencies'  manpower  with  their  design  and  construction  budgets.  The 
results  were  "dollars  per  staff  and  indicated  the  relative  workload  of 
employees  in  the  various  agencies.  VA  had  a  higher  average  production  per 
staff  in  all  categories:  design,  construction,  and  combined.  VA  also  had  the 
highest  production  among  the  Federal  sector  agencies  surveyed  (i.e.,  Defense 
Department,  NASA,  and  GSA)  in  all  categories  except  for  design  in  which 
GSA  had  a  slightly  higher  workload  per  employee.  GSA's  projects,  however, 
are  usually  much  less  technologically  complex  than  the  medical  facilities 
designed  by  VA.  This  survey  was  conducted  prior  to  the  decrease  in  personnel 
resulting  from  the  reorganization  of  the  Office  of  Facilities  into  the  Veterans 
Health  Administration. 

Question  7(c)(i).  What  functions  currently  being  performed  by  personnel 
within  the  VA's  Office  of  Construction  Management  could  be  contracted  out 
to  the  private  sector? 

Response.  The  Office  of  Construction  Management  is  currently  reviewing 
options  to  contract  out  the  following  functions  being  performed  by  its  staff: 
developing  phasing  plans;  conducting  inspections;  providing  project  manage- 
ment, real  property  and  arcrutectural  and  engineering  services  and  consultation 
to  the  medical  centers  and  other  field  facilities.  Also,  with  the  expanded  use  of 
construction  managers,  the'  need  for  resident  engineers  is  lessened. 

Question  7(c)(ii).  What  positive  and  negative  impacts  would  such  contract- 
ing out  have  on  the  quality  of  service  being  provided  the  VA's  construction 
program  by  the  construction  management  function? 

Response.  Contracting  out  would  require  fewer  employees  to  perform  those 
functions;  however,  it  is  more  expensive  than  keeping  full-time  employees. 
Additionally,  expertise  in  doing  VA  work  is  compromised.  Response  time  to 
medical  centers  will  be  lengthened  due  to  having  to  procure  the  services  that 
otherwise  would  be  immediately  available  with  full-time  staff.  Finally,  the  VA 
cannot  contract  out  its  inherently  governmental  responsibilities,  such  as 
regulatory  reviews. 

Question  8.  The  IB  recommends  that  VA  halve  the  number  of  construction 
related  FTEEs  assigned  to  its  Medical  Administration  and  Miscellaneous 
Operating  Expenses  account.  The  IB  also  recommends  that  VA  delegate  more 
control  and  responsibility  to  medical  centers  and  regional  staffs.  What  are  the 
positive  and  negative  implications  of  such  actions? 

Response.  The  IB  does  not  appear  to  take  into  consideration  many  of  the 
changes  resulting  from  the  recent  reorganization  of  the  Office  of  Facilities  into 
the  Veterans  Health  Administration.  The  VA  has  already  taken  steps  to 
implement  the  suggestion  to  delegate  more  control  and  responsibility  to  medical 
centers  and  regional  staffs,  in  addition,  the  VA  has  also  significantly  reduced 
the  number  of  construction  related  FTEEs  assigned  to  its  Medical  Administra- 
tion and  Miscellaneous  Operating  Expenses  (MAMOE)  account. 
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The  reorganization  profoundly  changed  the  role  of  the  "construction" 
organization.  Project  planning  which  occurs  prior  to  design  is  now  done  at  the 
local  VA  Medical  Center  rather  than  by  Central  Office  staff.  Cost  control  has 
become  the  responsibility  of  the  local  medical  center  director  with  the  Office 
of  Construction  Management  supporting  that  through  project  management  and 
review.  Cost  control  will  now  be  exercised  much  earlier  in  the  design  process. 
Decision  making  has  been  delegated  to  lower  levels  in  the  organization,  and  all 
administrative  processes  are  being  streamlined. 

These  changes  have  resulted  in  a  large  reduction  in  Central  Office  staff.  The 
Office  of  Construction  Management  currently  has  only  299  employees  on  board 
and  funded  from  the  MAMOE  appropriation  versus  an  equivalent  of  450  FTE 
that  were  previously  funded  for  the  Office  of  Facilities  as  little  as  three  years 
ago.  This  represents  a  34  percent  reduction  in  Central  Office  staff.  Other 
construction  functions  (outside  of  CM)  that  also  are  being  funded  through  the 
MAMOE  appropriation  include:  oversight  of  the  minor,  NRM  and  delegated 
major  programs,  planning,  and  budget  formulation. 

The  FY  1994  MAMOE  budget  supports  only  273  FTE  for  the  Office  of 
Construction  Management,  a  decrease  of  nearly  40  percent  in  Central  Office 
personnel  over  a  four  year  period.  The  FY  1994  budget  also  supports  130  FTE 
for  resident  engineers  who  provide  on-site  supervision  of  VA's  major 
construction  projects.  The  resident  engineer  staff  had  approximately  250  FTE 
three  years  ago.  The  FY  1994  level  represents  nearly  a  50  percent  reduction 
from  this  level. 

Halving  the  number  of  construction  related  FTEEs  assigned  to  the  MAMOE 
account  would  be  detrimental  in  a  number  of  respects.  We  are  striving  to 
assure  that  all  of  our  operations  are  streamlined  to  the  maximum  extent 
possible  and  have  already  significantly  reduced  our  Central  Office  staffing.  If 
the  VA  constructs  more  of  its  facilities  using  the  design-build  method  as  is 
being  recommended,  it  will  take  more  resources  to  effectively  manage  these 
projects,  not  less. 

Also,  the  functions  being  performed  by  the  current  staff  will  still  be  required 
and  will,  therefore,  have  to  be  contracted  out.  As  mentioned  above,  this  would 
be  much  more  expensive  than  retaining  full-time  employees.  In  addition, 
contracting  out  would  compromise  the  expertise  found  in  the  present  staff. 
Response  time  to  medical  centers  would  be  lengthened  due  to  having  to 
procure  the  services  that  otherwise  would  be  immediately  available  with  on- 
board construction  staff. 

Question  9(a).  How  many  enhanced-use  leasing  projects  has  VA  awarded 
since  the  enactment  of  this  special  lease  authority? 

Response.  To  date,  we  have  made  selections  of  lessee/developers  for  two 
Hnhanccd-Usc  projects,  the  collocation  of  a  VBA  Regional  Office  Building 
onto  the  VAMC  Houston  campus  and  a  child  care  center  onto  the  grounds  of 
the  Washington,  D.C.  VAMC. 

Ones  lion  9(b).  What  were  the  results? 

Response.  The  child  care  Enhanced-Use  lease  was  entered  into  on  May  21, 
1993.  The  Houston  collocation  project  is  scheduled  to  be  awarded  by  June  15, 
1993.  The  substantive  aspects  of  the  terms,  conditions,  and  cost-effectiveness 
of  the  Houston  and  Washington  projects  arc  set  forth  in  the  attached  notices 
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that  were  provided  to  the  Committee  on  February  19,  1993,  and  March  8,  1993, 
respectively. 

Question  10(a).  Under  the  provisions  of  the  existing  enhanced-use  leasing 
authority,  VA  may  enter  up  to  five  projects  a  year.  Do  you  expect  to  achieve 
this  number  in  1993?  In  1994? 

Response.  As  you  are  aware,  section  8168  of  title  38,  United  States  Code 
authorizes  up  to  a  total  of  20  non-child  care  Enhanced-Use  leases  with  up  to 
10  non-child  care  projects  in  any  specific  year.  There  is  no  limitation  on  the 
number  of  Enhanced-Use  leases  that  'involve  child  care  centers. 

With  respect  to  non-child  care  Enhanced-Use  projects,  we  anticipate  to 
award  one  more  project  in  1993  and  five  projects  in  1994.  For  child  care 
projects,  we  expect  to  award  12  to  18  projects  in  1994. 

Question  10(b).  If  not,  why  not? 

Response.  The  reasons  we  were  unable  to  award  the  maximum  authorized 
projects  for  1993  were  one  of  complexity  of  workload  and  availability  of 
resources.  Instead  of  creating  a  large  bureaucracy  for  this  program,  the 
Department's  approach  was  to  create  a  small,  highly  skilled  professional 
program  office  whose  task  would  be  to  develop  and  monitor  the  integration  the 
various  aspects  of  the  program  (project  planning,  financial,  land  use,  opera- 
tional impact,  property  management,  intergovernmental  relations,  and  legal) 
into  the  appropriate  action  offices. 

Since  the  Enhanced-Use  program  was  a  novel  program  in  the  federal 
government,  these  resources  were  applied  in  drafting  necessary  policies, 
procedures  and  financial  guidelines  that  underpinned  the  program.  Also, 
considerable  effort  was  placed  into  creating  "project  models"  for  medical 
centers'  use  on  future  projects.  In  addition,  various  aspects  of  the  program 
pertaining  to  the  nature  and  scope  of  any  obligations  that  were  to  be  undertaken 
by  the  Department  in  connection  with  such  leases  were  required  to  be  discussed 
and  accepted  by  the  commercial  and  financial  communities.  While  some  work 
still  remains  in  these  efforts,  we  believe  that  considerable  progress  has  been 
made  on  much  of  this  "underpinning"  and  that  the  Department  is  better  able  to 
recognize,  plan  and  implement  potential  Enhanced-Use  projects. 

Question  11.  What  enhanced-use-projects  are  you  planning  to  award  in  the 
next  six  months? 

Response.  In  the  next  six  months,  we  plan  to  award  one  non-child  care 
Enhanced-Use  project  (West  Palm  Beach,  Florida)  and  six  child  care  Enhanced- 
Use  projects  (West  Haven,  Connecticut;  Dallas,  Texas;  Houston,  Texas;  Bay 
Pines,  Florida;  Allen  Park,  Michigan;  and  Leavenworth,  Kansas). 

Question  12.  Given  your  experiences  to  date  with  the  enhanced-use  program, 
do  you  have  any  recommendations  for  any  legislative  changes  that  are 
necessary  to  improve  the  ability  of  VA  to  make  better  use  of  this  authority?  If 
so,  what  are  they? 

Response.  Yes.  We  believe  the  following  changes  would  improve  the  ability 
of  VA  to  make  better  use  of  the  authority: 

a.  Extend  the  Secretary's  authority  to  enter  into  Enhanced-Use  leases  for  two 
additional  years  beyond  the  present  expiration  date  of  December  31,  1994,  and 
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b.  Allow  the  Secretary  to  use  Construction  funding  (and  follow  Construction 
funding  requirements)  in  addition  to  annual  operations  and  maintenance  funds, 
when  it  is  cost-effective  to  "buy"  a  building  instead  of  leasing  space  or 
obtaining  services. 

ATTACHMENT  TO  QUESTION  9b. 


THE  SECRETARY  OF  VETERANS  AFFAIRS 
WASHINGTON 

FEB  1  9  1993 


The  Honorable  G.V.  (Sonny)  Montgomt 

Chairman 

Committee  or.  Veterans'  Affairs 

7 . s .  House  of  Representatives 

Washington,  DC   2  15  15 


Dear 


Dhai rman : 


Than*  you  for  year  letter  of  January  29,  1993,  regarding  the 
"enhanced-use"  project  for  the  collocation  of  the  Houston  Regional 
Office  onto  the  grounds  of  tne  VA  .'•'.edical  center  in  Houston,  Texas. 
'.    appreciate  the  opportunity  to  review  j.  t  at  this  t  i  me . 

As  you  are  aware,  this  project  is  the  culmination  of  a 
Department  effort  to  oo. locate  .'A  activities  whenever  it  is  feasible 
and  i -.  the  best  interests  of  veterans.  The  use  of  the  enhanced-use 
leasing  authority  for  the  Houston  collocation  as  a  means  to  achieve 
this  goal  is  also  part  of  a  constant  effort  oy  the  Department  to 
accomplish  our  mission  i.n  a  -ore  cost  effective  manner. 

:  find  it  significant  that  there  was  oonsideraole  participation 
oy  local  and  regional  '.'A  offices,  employees  and  veteran  service 
organizations  not  only  in  the  determination  of  pro  ;ec:  requirements 
but  also  in  the  scope  and  level  of  the  non-'/A  use  on  the  parcel  not 
being  used  toy  the  Department.  The  results  appear  promising.  The 
enclosed  Report  states  tnat  award  of  an  enhanced-use  lease  for  this 
project  would  not  only  achieve  collocation  at  a  significantly 
reduced  cost  as  compared  to  VA  construction  o:  commercial  leasing, 
out  would  result  in  oetter  service  to  veterans  and  in  other 
financial  benefits  to  the  Deoa  r  t-e.-.t  . 


Because   of   the   potential   for   sign,  ifica: 
service,  :  believe  tnat  this  project  s.-.oulo 
course,  carefully  monitor  the  project  i3     it 
advised  of  our  progress.   I  can  also  assure  y c 
days  given  the  Committee  to  review  the  Repor 
your  Committee  has  received  this  letter. 


;  a.-.c  oetter 
we  '  ill,  of 
and  <eep  you 
e  t  n  i  r  t  y"  (30) 
:  start  until 


■3/ham 


l  nc 1 osu  r  e 
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THE  SECRETARY  OF  VETERANS  AFFAIRS 
WASHINGTON 


{AN   1  9    1993 


The  Honorable  G.  V.  (Sonny)  Montgomery 

Chairman 

Committee  on  Veterans'  Affairs 

House  of  Representatives 

Vashington,  DC   20515 

Dear  Mr.  Chairman: 

Pursuant  to  the  provision  La  23  J. B.C.  Sec  3163  (c)(4),  enclosed  is 
an  "Enhanced-Use  Lease  Report'  on  a  proposed  Enhanced-Use  lease  for  a  V3A 
Regional  Office  to  be  located  at  :.-.e  Veterans  Affairs  Medical  Center  in 
Houston.  Texas.   It  is  our  intent  to  avard  an  E.nr.anced-Use  lease  as 
described  in  the  enclosed  Report  thirty-one  (31)  days  after  submission  of 
this  report. 

As  evidenced  in  the  Report,  this  successful  Enhanced-Use  project  is 
representative  of  the  <md  of  pe.-.efits  this  legislation  vill  bring  to  th« 
Depar  tmen t  . 

A  similar  letter  has  been  sent  to  the  Senate  Veterans'  Affairs 
Committee  and  the  House  and  Senate  Appropriations  Committees. 

Sincerely  yours. 


Anthony  .' .  ?::-: 
Acting  Secretar; 


Enclosures 
AJP/cmk 


Ncte:     Sindlar  letters  to  azz3.cr.ed.   '.iszir.c 


UliPAiCHED 

JAN  I  I  1995 
SECPC'-RY'S  OFFICE 


005/KANE:clr  1/15/93 
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ENHANCED-USE  LEASE  REPOR] 


VAMC  HOUSTON.  TEXAS 


a.   Jpdated  information  vith  respect  :o  Notice  of  Designation  dated 
Feoruary  28,  1 992 

On  April  15,  1992.  the  Department  of  Veterans  Affairs.  Office  of 
Facilities,  issued  Solicitation  No.  0843-029092  for  proposals  in  connection 
'•'ith  the  projects  proposed  under  the  above  noted  Notice  of  Designation,   a 
Pre-proposal  conference  -as  held  at  the  VA  Medical  Center  in  Houston,  Texas 
on  May  15,  1992  in  connection  vith  this  Solicitation  and  a  subsequent 
amendment  of  the  Solicitation  vas  made  on  June  18,  1992.   The  closing  date 
for  receipt  of  proposals  vas  July  20,  1992. 

Proposal(s)  vere  received  and  VA.  in  conformance  vith  a  predetermined 
selection  plan,  evaluated  eacn  proposal  from  tecnnical  and  cost/b«nefit 
perspectives.   Representatives  from  the  VAMC,  Regional  Office  and  Central 
Office  participated  in  this  evaluation.   General  Counsel  provided  advice 
upon  request.   The  basis  of  the  proposed  avard  under  this  Solicitation  vaj 
that  avarc  v:ll  be  made  to  the  responsible  proposer  vhose  proposal 
conforming  to  the  solicitation  vill  be  most  advantageous  to  the  Government, 
cost  or  price  and  other  factors,  specified  in  the  Solicitation,  considered. 

The  proposer  to  vhom  VA  intends  to  avard  this  project,  proposes  a 
development  comprising  a  123,000  net  usable  square  feet  office  building 
vhicn  vill  be  built  to  VBA  requirements  (of  vhich  VA  vill  be  the  sole 
occupant)  vith  associated  parking  for  500  spaces  for  V3A  use,  and  a  17,000 
square  foot  retail  center  (non-VA  development)  in  the  first  phase  of 
development  (vithin  three  years).   The  proposal  also  includes  the 
development  of  an  additional  office  building  (single  tenant)  and/or  50  -  60 
bed  transitional  care  hospital  in  later  pnases  vhicn  vere  not  evaluated. 
The  non-VA  development  will  be  located  on  a  segregated  portion  of  the 
enhanced-use  leasing  site  and  vill  be  physically  separated  from  the  VA 
development  and  the  remaining  campus  of  the  VA  Medical  Center. 

As  proposed,  the  proposal  vill  significantly  ennance  the  ability  of  VA  to 
provide  service  to  veterans  through  the  convenience  of  collocation,  the 
financial  benefits  gained  resulting  from  the  proposed  contract,  and  the 
availability  of  retail  services  to  VAMC  employees  ar.d  .-isitors.   No  adverse 
impact  from  the  non-VA  development  is  anticipated  :n  the  V3A  or  VAMC 
operations,  including  Canteen  operations,  or  upon   eterar.  or  visitor  use  of 
VA  facilities. 
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B.   Cost-benefit  analysis  summary- 

(1)  From  a  financial  perspective,  the  Department  vill  obtain  its 
facilities  at  a  net  present  value  of  S9.63  million  -  a  44  X   savings  over 
the  traditional  construction  cost.   The  remainder  of  the  financial 
consideration  include:  a  S300.000  a  /ear  savings  over  current  payments  made 
on  operation  and  maintenance  of  Che  building  generating  an  additional 
savings  of  S10.5  million  over  :r.e  Life  of  the  project;  payments  of  S75.000 
up  front,  S21.000  a  year,  plus  10?  of  gross  proceeds  from  retail  and 
associated  business  opportunities;  and  a  residual  value  of  the  non-V3A 
property  after  35  years  of  19  million.   Purchase  cost  of  this  building  is 
Sll . 57  million. 

Since  there  is  a  FY  92  Major  Construction  appropriation  (S17.2 
million),  approximately  S6  million  vill  be  returned  to  the  Construction 
Working  Reserve. 

The  slowdown  in  Houston  area  construction  acci'/icy  over  the  past  six 
years  has  created  extremely  competitive  conditions  in  the  construction 
industry.   The  lease-purchase  aspect  of  the  project  took  good  advantage  oi 
these  market  conditions.   The  efficiencies  of  the  private  development 
process  also  provided  significant  cost  savings.   The  Enhanced-Use 
opportunity  for  the  proposer  to  offer  favorable  terms  for  construction  of 
the  VBA  building. 

(2)  A  Net  Present  Value  Stream  is  attached  as  Attachment  A. 

(3)  Economic  factors  of  the  proposal: 

Present  Value  of  Direct  Cost  to  the  VA  Excluding 
Funded  Maintenance  Account  (Discounted  at 
8.0?  to  1/93)  SZO. 534.000 

Present  Value  of  Enhanced-Use  3enefit  (Discounted 

at  102  -  142  to  1/93)  S   362,000 


NTT  COST  TO  VA  S20. 172.000 

Present  Value  of  Direct  Cost  of  Funded  Maintenance 

Account  to  VA  (Discounted  at  5.'3~)  5  2. -62,  )C 
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VBA  BUILDING 

VBA  Building  Purchase  Price  Sll.570,000 
(Usable  square  feet  -  123,600) 

Management  Fee  (annual)  S  *2.000 

Funded  Maintenance  (annual)  S  177,000 

Total  0&M  Cost  (annual)  S  909,8^0 

Parking  Fee  (annual)  S  15,300 


NON-VA  DEVELOPMENT 

Phase  I  17.000  square  feet  retail 

Financial  Benefit  from  Enhanced-Use         S~5,000  upfront  ♦ 

S21.000  per  year  <■ 
10  X   of  gross  retail 

Master  Plan: 

Phase  II  4  Beyond  120.000  sq.  ft.  office 

or  50-60  b«d  sub-acute 

care  hospital 
2,500  square  feet  branch 
bank 

C .   Description  of  the  Enhanced-:Jse  Lease. 

The  lease  provisions  -'ill  be  as  described  in  che  Notice  of  Designation 
for  this  project. 


D.   Notice  of  Designation. 

A  copy  of  the  Notice  of  Designation  for  this  project  is  attached  as 
Attachment  B. 
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Attachment  A 


HOUSTON  COLLOCATION  PROJECT  COST 


■HE  '-'SA 


VBA 

3UILDING 

LESS  INCOME 

YEAR 

LEAS  E 
S 

/PURCHASE 

0 

TO  7A  1/ 

1993 

S  75,000 

1994 

2 

,  392 

500 

0 

1995 

3 

,  677 

500 

39, 360 

1996 

0 

40 , 064 

1997 

0 

40, 792 

1998 

0 

41, 547 

1999 

0 

42, 327 

2000 

0 

42,439 

2001 

0 

43, 275 

2002 

0 

44,  141 

2003 

: 

4  5,036 

2004 

0 

45,  963 

2005 

0 

4  6,041 

2006 

0 

47  ,  034 

2007 

0 

48,062 

2008 

0 

49,  126 

2009 

0 

50,227 

2010 

0 

5  0,256 

2011 

0 

51,436 

2012 

0 

52,  656 

2013 

0 

53 , 919 

2014 

0 

55, 227 

2015 

0 

55,  190 

2016 

0 

5  6,553 

2017 

0 

57,930 

2018 

0 

59,  459 

2019 

0 

60, 997 

2020 

0 

62,597 

2021 

0 

64,261 

2022 

0 

65. 991 

2023 

0 

67,-91 

2024 

0 

69, 663 

2025 

0 

7  1,510 

2026 

0 

73  ,  634 

2027 

0 

"5  ,  "39 

Net 

Present 

Value  2/ 

S10 

,  247 

,  362 

3  6  13,356 

NET  CCS~ 


S   (75 

000) 

2,892 

500 

3,  538 

140 

(40 

064) 

(40 

792) 

(41 

547) 

(42 

327) 

(42 

439) 

(43 

275) 

(44 

141) 

(45 

036) 

(45 

963) 

(46 

041) 

(47 

034) 

(48 

062) 

(49 

126) 

(50 

227) 

(50 

256) 

(51 

436) 

(52 

656) 

(53 

919) 

( 55 

227) 

(  55 

190) 

(56 

553) 

57 

980) 

(59, 

459) 

(50, 

997) 

(62, 

597) 

(64, 

261) 

(65 

991) 

(67 

791) 

(69 

663) 

(71 

5L0) 

(73 

634) 

•  "5 

"9) 

S9 ,  6  3  4 ,  3C6 
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.VASniNG'CN 


-::  2  a  ;992 


7ne  Honorable  g.  v.  ( Sonny]  "cnttc-ery 
;-a::ian,  Committee  on  V  e  -  -3  r  a  r.  3  '  ;  :  f  a  _ : 
souse  of  Representatives 
Vas.-.ir.ston,"  D.C.   20615 


Attacmer. 


~ea 


:a i  r:na: 


:   intend  to  -es.:-r.9   -.-a  ;*pa :  t.-er.t   : :'  veterans  AfTTirs 

- e d  i  -  a  1  C e .-. t  e r  ,  i  -.  -roust:.-.,  _  e  <  a  s  a  5  a  3  :  :  e  ".a:  -r  1 1 L  : e 
suc;ect  to  development  .  -  der  tr.  e  ter-s  3:  a-  r.-..-.a.-.ced-vse 
lease.  inclosed  is  a  330/  :f  tne  notice  0:  resignation  and  a 
copy  of  t.-.e  Federal  P.eciste:  s'ctice. 

If  you  nave  quest  i:-.3  ::  would  l:<e  to  discuss  oar 
proposal  for  Houston  in  retail,  :  recommend  t.-.at  you  call 
David  z.  Lew-,  s,  -.-e  Assistant  Secretary  for  Acquisition  and 
Facilities,  at  (2021  : 2  5  - • 1 1 1 . 


A   similar   let 

Affairs  Com.-n  1 1  tee  , 
Sommi ttees . 


sent   to   senate   veterans' 
and  Senate  Appropriations 


<aMi^- 


'.c.osures 


:o/cmk 
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NO' 


;na- 


pursuant  to  the  p c a v i  3 : o r. s     of  ]  3  ; .  5  .  - 

sea.  ,   '.Enr.anced-'jse  leases  of  P.eal  Property 
Section   316,   t  r.  1 5   serves   as   ".::.: 


i".: 


-a^  *  a  * 


'.'  e  t  e  r  a  n  s 


Affair. 


'  *  Secret  a: 


approximate./  twenty  r*; 
".edicai  center  as  a  sit 
suo:ect  to  puoi ic/pr i/ar- 
i.-.hanced-l'se  lease,  -.-.r 
Houston  ?.  e  c  1  o  n.  a  1  :  f  f .  -  e  :  - 


;.:e   t .-.  a  t 

in.ter.ds  -0  desi  r.-.ate  an 
portion  --  "~e  Houston  va 
-;  0  u  s  1 0  n  site")  t .-  a  t  « 1 1 1  0  e 
ment  ..-de:  t.-.e  terms  of  an 
-e   col  1  :cat '.on   of   -_.-.e   V3A 


The  Houston  VA  ''edical  Tenter  is  located  at  2002  KolcoLmoe 
Boulevard  in  the  City  ::"  Houston.  The  Houston  site  is  located 
in  tne  northeast  corner  ::  tr.e  oamous  oordered  by  Almeda  Soad 
to  tne  east  and  Hclcomoe  Boulevard  to  tne  north.  The  purpose 
or"  this  designation  is  to  e-acle  tne  Secretary  to  enter  into  an 
Enhanced-1'se  lease  ::'  the  s.fect  orooerty  . 


3ac'< :r ound  an- 


■3  a  -  • . 


28  T.S.C.  Sect. on  3151  et  sec.,  authorizes  the  Secretary  to 
lease  Department-controlled  FeaT  orooerty  to  private  and  other 
oubiic  entities  for  a  term  of  /ears  for  the  development  of  the 
orooerty  for  non-VA  rurocses  orovided  t-at,  at  least  part  of 
the*  use  of  tne  property  -ill  provide  .pace  for  an  activity 
contributing  to  the  mission  of  r.-.e  Department;  the  non-VA  uses 
are  nor.   inconsistent  -itn  and  -ill  not   adversely  affect  tne 


mission  of  tne  :eoa:t-ent;  and 
ennance  t'~e  use  of  tne  property 
lease,  tr.e  Secretary  is  aui_c 
services,  money,  or  other  "in-<i 
construction  or  substantial  re- 
lease mav  net  exceed  35  years,  :: 


'-.nance 


~o-*. 


1'se 


tase  ji 


\s 


.-.  s  1  0  e  r  a  1 1 0  n  :  :  r  s  u  c  n 
I  to  ootai.n  facilities, 
consideration.   « h  e  r  e  new 

ears,  . n  all  rtner  rases. 


The  Department  proposes  to 
with  the  developer  of  tne  Hous' 
the  collocated  Veterans  3enefi 
on  the  property  under  tne  ter 
agreement.   The  Department  an: 
developer  of  the  Regional  Zffi 
of  the  Houston  site  for  certai 
Enhanced-use  lease,  it  will  := 
for   the   regional   Iff.o-e   at 
oenefits   result.-.  0   from   tne 
rental   proceeds,-   discounts 
maintenance  of  tne  Regional  2 
consideration. 


-  f     a 

1 oa te : 


"  z  -  -  '  i 


a .-.  c  e  c  -  7  s  e    lease 

P  e : 1 0  n  a  1  Tffice 
lease  =  -:  r-ase 
oer-ittmg     tne 

e  tne  remainder 
; 5     .-de:    an 


a  s 
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-conomic  Factors  jr.    soccer:  of  t.-.e 

AS   the   Enhanced-vse   lease 
support   the   -ease/pu  rcr.  ase   of   t: 
entire   transaction   was   examL.-.ed 
consequences  i -.  comparison  -it-. 
methods:  traditional  construction, 
i  n  n  a  n  c  e  d  -  "J  s  e  lease  for  t .-.  e  entire 
and   p  a  r  <  i .-.  g )  .    7  - 1  5   examination 
analysis  performed  in  accordance  - 


co.nmercia 


acquisition 

■"•'3  A     scace 


:.  .a  r 


T  e  ana.ysis  revealed  that  lease/curcnase  of  t.-.e  Regional 
Tffice  2uildmg,  witn  an  ennanced  .se  lease  for  t.-.e  associated 
par<ma,  appears  to  :e  t-.e  Ttost  cost-cenef icia  1  option  followed 
oy  t.-.e  Enhanced-Tse  lease  for  t.-.e  entire  V3A  space 
requirements.  This  analysis  -as  oer formed  using  similar 
criteria  from  various  sources.  "  Tests  for  Government 
construction  was  ootai.-.ed  from  va  construction  estimates;  cost 
for  private  sector  construction  -as  oased  on  data  received  at 
an.  industry  forum  specifically  -.eld  for  t.-.is  oro;ect. 


The  comments  received  from  t-.e  private  sector  supporting 
t.-.is  analysis  include:  '1)  t.-.e  current  upswing  in  the 
commercial  leasing  nar<et  in  Houston  -a<es  commercial  leasing 
*ith  no  residual  value  to  '.'A  economically  very  unattractive; 
(2)  private  industry,  generally,  is  acle  to  construct 
administrative  office  scace  at  a  nucn  lower  cost  than  t.-.e 
Government;  and  •' ]  :  -a<i-o  t.-.irty  /ears  of  rental  payments, 
wni.cn    necessarily    include   t.-.e   cost    of    financing,    is 


i  1  c  n  1 


e  •    - 


c  a .-.  t  .  y 

over 


mo  r- 
a  3 .-.  s 


:os: 


a  - 


■3A 


;  -  v  e  a  i 


ease.'c  - :  case 


In  Sep  tenser  26,  1991,  a  o_cl. 
tne  proposed  designation.  Ton 
Veterans  Service  Organizations,  a: 
local  commerce.  Present  at  t.-.e 
David  Lewis,  Assistant  Secretary  : 
of  the  Department  of  Veterans  a  f :"  a 
VA  Regional  Office,  ■•ouster.;  *  r  .  - 
Director,  VA  Medical  Tenter,  -  0 . : 
their  resoective  staffs. 


.carding 

; -   from 


c:  or  , 

c  1  c  a  1 


•a  - 


approximately   3 : 3  • " 
positive  response  ::: 
Z n  n  a  n c  e  d - T  s  e  lease 
Regional   Office    or 
oacticular,  Disacled 
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3. 

the  proposal,  noting  that  the  ir.r.ar.ced-'-'se  collocation 
agreement  will  be  in  <eeoing  with  its  -a::''3-  3  '•  ~-i"'-  -at :z  -. '  3 
encouragement  of  VA's  provision  cf  re--?:'--5  a~o  ~eci  cal 
services  on  one  campus,  tr.e  potential  for  .  -  p:  "v  *  "~-  '•  -~a- '-  -  nes  s 
in  claim-processing,"  ar.d  tr.e  potential  for  nor.etary  sav.-cg  3S 
a  result  of  tr.e  *  zr.r.  ar.ced-'.'se "  cf  tne  site.  ~"e  '"sterans  of 
Foreign  wars,  vr.ile  ;.-.ac.e  to  attend  tne  Hearing,  communicated 
in  writing  its  strong  3. open  conn,  of  -"•-_  concept  cf 
collocation  as  well  as  tr.e  -se  of  an  --..-.ar.ced-'.'se  lease. 

A  member  of  a  residential  ccmnur.it/  adjacent  to  c-.e  '.'A 
medical  center  expressed  nis  concern  tr.at"  tr.e  new  v\  and  non-VA 
development  would  ca„se  car<ir.c  croole-s  for  nis  community. 
The  community  memcer  was  ass-red  tr.at  VA  -".as  provided  in  the 
solicitation  for  sufficient  par<ir.g  to  accommodate  both  tr.e  va 
and  tne  non-VA  devel cement s . 


General  Descr 1 


se  lease 


The  Department  zi 
approximately  20  acres 
portion  of  tnis  site) 


ouroose  0! 


!e ve  io : 


•. g  ::.e  s  : 
'sse? 


an 5   Affairs   intends   to   Lease 
Houston  "site  (or  a  significant 
term  of  up  to  35  years  for  the 
for  VA  and  non-VA  uses. 


The  Er.hanced-'.'se 
can  be  completed 
economically  feasiole  and  self- 
offering  space  for  use  cy  -he  '.' 
tne  Department  --  soace,  se: 
comoination  thereof;  is  compati 
the  mission  of  tne  Department 
existing  surroundings. 


:t  have  a  development  plan  that 
specified  period  of  time;  is 
-sustaining;  and  in  addition  to 
'A,  offers  something  of  value  to 
:v-.res  in  <  i  r.d ,  revenue,  or  a 
wit-.,   and  not  adverse  to, 


Description  of  How  c  u.  e  Proposed  lea 

e  e  v  1 1 1  -  - 

(1)  Contribute  cost  effectively 

-.-  c  e  consist 

ot  adversely  affect  tne  mission  :: 

:  -  e  ;epart-ent 

The  Department  anticipate 
lease,  it  will  collocate  tr.< 
y.edical  Center  at  a  lesser  ::: 
a  shorter  time  period  t 
construction . 


rat , 

'3  A 


1  r .-.  a  r.  c  e  d  -  "J  s  e 
:  e   .it n   t  n  e 


id  1  tier,  a.' 


The  Department  - 1  . .  a  3  s  _  :  e  t  n  r 

all  development  (VA  and  non-'.'A  tev 
with,  and  not  adversely  affect,  tne 


:ecart-er.t 


(2 )  Affect  service  to  veterans 

The  Enhanced-;jse  lease  provides  tnat  the  successful  offeror 
must  design,  construct,  operate  ar.d  maintain  par<ing  tacilities 
and  provide  maintenance  and  operation  services  :or  tne  7  3  a 
Regional  office  Duiidir.g  on  tne  Houston  site,  tr.us  providing 
significantly  er.r.  ar.ee  d  service  to  veterans  t  h  r  0  u  g  -  t  r.  e 
convenience  of  collocation  witr.  tne  VA  Medical 


;  e  n  t  e ; 


Further,  any  financial 

VA  cost   for  V3A  space, 
private  non-VA  development 
services  to  veterans  not 
services  current!-/  m  exist 


;s  -air.ed  as  a  resu.t  of  lower 
3,  and/ or  income  stream  from 
translate  into  the  funding  of 
:lv  orov-.ced  and/or  enna.nci-.g 
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